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THE  COMPANY 

• Kaman  Sciences  Corporation  (KSC)  was  originally  founded  as  Kaman  Nuclear, 
a division  of  the  Kaman  Corporation  subsidiary,  Kaman  Aerospace.  In  March 
1968,  Kaman  Nuclear  became  Kaman  Sciences  Corporation,  a separate  subsidi- 
ary of  Kaman  Corporation. 

• The  parent,  Kaman  Corporation,  was  founded  by  Charles  Kaman  in  1945.  With 
1978  sales  of  $263  million,  it  is  now  divided  into  five  major  groups:  Science 
and  Technology,  Aerospace,  General  Aviation,  Industrial  Products  and 
Services,  and  Music.  Kaman  Sciences  Corporation  comprises  the  Science  and 
Technology  group. 

• Since  1976  with  revenues  of  $16.3  million,  Kaman  Sciences  has  had  an  average 
annual  growth  rate  of  14%,  reaching  to  $21.2  million  in  1978.  Kaman 
management  anticipates  1979  revenues  will  be  $24  million,  a 13%  increase. 

• KSC  has  headquarters  in  Colorado  Springs  and  is  organized  internally  into 

three  divisions:  Science  and  Technology,  Instrumentation  Controls  and 

Engineered  Systems,  and  Computing  Services. 

The  Science  and  Technology  Division  performs  system  studies  and  does 
technical  consulting  for  the  Department  of  Defense,  Department  of 
Energy  and  major  prime  contractors.  This  group  also  develops  unique 
electronic  hardware  for  specialized  applications. 

The  Instrumentation  Controls  and  Engineered  Systems  Division  encom- 
passes several  activities  associated  with  the  design  and  manufacture  of 
sophisticated  instruments,  custom  hardware,  and  instrumentation 

systems.  , . , , . 

The  Computing  Services  Division  is  organized  to  provide  a broad  range 
of  computing  services.  The  remainder  of  this  report  will  focus  on  this 
Division. 
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KEY  PRODUCTS  AND  SERVICES 

• As  a computer  services  vendor,  98%  of  KSC's  revenues  ($5.39  million)  stem 
from  processing  services  and  2%  from  the  sale  of  software  products 
Processing  consist  of  40%  batch  and  60%  remote  batch  services,  primarily  to 
broadcasters,  commercial  banks,  and  medical  clinics. 

• For  the  broadcasting  industry,  KSC's  Broadcast  Computing  Services  (BCS) 
provides  automated  traffic  and  accounting  systems. 

At  each  client  broadcast  location,  KSC  employs  a DEC  PDP-I  1/05  on- 
line minicomputer  which  connects  once  a day  to  the  KSC  Colorado 
Springs  data  center. 

Standard  features  of  the  BCS  I I00R  include: 

Simultaneous  AM/FM/TV  operation. 

. Multiple  edit  capability. 

. Selective  log  printing. 

. Remote  entry  and  printing. 

Automatic  billing  update  with  log  editing. 

. Data  base  management  system. 

There  are  60  radio  broadcasting  stations  currently  operating  with  a BCS 
system  and  spending  an  average  of  approximately  $3,500  per  month. 

► Providing  services  for  60  banks  in  Colorado,  KSC  offers  both  batch  and 
interactive  servicing  for  financial  institutions. 

KSC's  on-line  services  which  account  for  5%  of  KSC's  computer  service 
revenues,  are  based  on  a central  information  file  concept  which  consists 

of  the  following  applications  operating  through  teller  terminals  and 
CRTs: 

. Demand  Deposit. 

. Savings. 

. Certificates  of  Deposit. 

. Installment  Loan. 

Commercial  Loan. 

In  addition  to  those  applications  available  from  KSC's  on-line  services 
batch  services  contribute  approximately  20%  to  KSC's  computer  service 
revenues.  The  following  applications  are  available  on  a batch  basis: 

. Mortgage  Loan. 

. General  Ledger  accounting  and  payroll. 

Kaman  operates  two  regional  data  collection  centers  in  Alamosa  CO 

™d  9h"wood  Springs,  CO  which  transmit  the  data  to  the  data  center 
via  WATS  lines. 
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• For  medical  clinics  and  group  practices,  KCS  provides  an  automated  billing 
and  accounts  receivable  system,  KARMA,  available  in  batch  mode.  1 he 
system  also  includes  management  decision  information. 

KARMA  offers  the  following  services: 

Option  for  patient  or  family  billing  as  well  as  capability  to  group 
accounts  by  nature  of  expected  payment  source,  such  as  Blue 
Shield,  private  pay,  Medicare,  and  Medicaid. 

Claims  for  common  third-party  payment  sources. 

A "super  bill"  that  lets  the  patient  file  his  own  claim,  and  frees 
the  doctor  and  clerical  staff  from  filling  out  patient  claim  forms 
for  countless  insurance  companies. 

. Management  reports. 

User  medical  groups  can  determine  how  data  will  be  processed, 
what  information  will  be  reported  and  scheduled. 

There  are  presently  approximately  16  users  of  KARMA. 

• Twenty  percent  of  revenues  are  derived  from  the  Federal  government. 
Services  offered  include  general  purpose  processing  and  processing  for  KbC  s 
other  two  divisions  in  conjunction  with  projects  for  the  Federal  government. 

• KSC  offers  limited  processing  for  local  commercial  clients.  Batch  services 
provided  include  general  ledger  and  payroll. 

• KCS  also  offers  COM  services  in  the  form  of  both  computer  output  microfilm 
and  microfiche. 


INDUSTRY  MARKETS  The  radio  and  TV  industry  generates  43%  of  Kaman  Science 
Corporation's  revenues,  commercial  banks  25%,  and  medical  clinics  8%.  Governmen 
(primarily  Federal)  contracts  account  for  20%  of  revenues  and  the  remainder  of 
revenues,  4%,  comes  from  local  commercial  clients. 


GEOGRAPHIC  MARKETS  KSC's  revenues  are  derived  from  clients  located  through- 
out the  U.S.  It  operates  a data  center  at  its  Colorado  Springs  headquarters  location, 
and  also  maintains  offices  in  Washington,  DC  and  Los  Angeles. 


COMPUTER  HARDWARE  Kaman  has  two  CDC  Cyber  73s  installed  in  its  data 
center  in  Colorado  Springs.  The  network  is  accessed  by  WATS  lines. 
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COMPANY  HIGHLIGHT 


KAMAN  SCIENCES  CORPORATION  Dr.  Albert  Bridges,  Presi- 

1 500  Garden  of  the  Gods  dent 

Colorado  Springs,  CO  80907  Wholly  owned  subsidiary  of 

(303)  599- 1 500  Kaman  Corp. 

Computer  services  employ- 
ees: 1 20 

Computer  services  revenues, 
fiscal  year  end  12/31/76: 
$3.8  million 

Total  company  sales:  $16.3 
million 


THE  COMPANY 

• Kaman  Sciences  was  originally  founded  as  Kaman  Nuclear,  a division 
of  Kaman  Corporation  subsidiary  Kaman  Aerospace.  In  March  1968, 
Kaman  Nuclear  became  Kaman  Sciences  Corp.,  a separate  subsidiary 
of  Kaman  Corporation. 

• The  parent,  Kaman  Corporation,  was  founded  by  Charles  Kaman 
about  28  years  ago.  With  sales  which  approached  $200  million  in 
1976,  it  has  specialized  in  five  areas:  computer  services,  aviation, 
music,  aerospace,  and  bearings. 


KEY  PRODUCTS  AND  SERVICES 

• Kaman  Sciences  Corp.  (Kaman)  provides  basically  three  products: 
computer  services,  research  and  development,  and  instrumentation 
manufacture. 

• As  a computer  services  vendor,  Kaman's  principle  business  is 
providing  remote  batch  accounting  services  for  broadcasters  and 
medical  clinics.  This  generates  approximately  60%  of  services 
revenues. 

Principle  broadcasting  services  are  scheduling  available  adver- 
tising time,  handling  billing,  and  collecting  receivables  for 
radio  and  T.V.  stations  nationwide. 

Kaman  installs  DEC  minicomputers  at  clients'  broadcast 
stations  for  communication  with  its  computer  center  in 
Colorado  Springs. 

Processing  for  clinics  includes  insurance,  billing,  and  other 
clinical  needs. 
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Approximately  20%  of  revenues  are  generated  by  local  batch 
processing  for  banks  in  the  Colorado  area.  Services  include  demand 
deposit  account,  savings,  and  mortgage  processing. 

The  remaining  20%  of  revenues  are  derived  from  the  sale  of 
interactive  and  batch  services  to  government  agencies  and  local 
commercial  clients. 


APPLICATIONS 

• Approximately  80%  of  applications  revenues  are  derived  from 
industry  specialized  services  to  banks,  broadcasters,  and  medical 
clinics. 

• The  remaining  20%  of  applications  include  raw  time  sales  to 
government  agencies  and  general  business  processing  for  local  users. 


INDUSTRY  MARKETS 

• !!?„  ra<^°  anc*  ^ industry  and  medical  clinics  generate  approximately 
60%  of  revenues. 

• Banks  generate  20%  of  revenues. 

• Government  contracts  generate  nearly  20%  of  revenues,  with  the 
remainder  coming  from  local  commercial  customers. 


GEOGRAPHIC  MARKETS:  Approximately  50%  of  revenues  come  from  the 
Mountain  States  region,  specifically  Colorado.  The  remaining  revenues  are 
derived  from  broadcasting  clients  located  throughout  the  U.S. 


COMPUTER  HARDWARE  AND  SOFTWARE:  Kaman  has  two  CDC  Cyber 
mamframes  installed  in  Colorado  Springs.  The  network  is  composed  of 
w r\  I j lines. 
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KAPPA  SYSTEMS  INC. 

1501  Wilson  Blvd. 
Arlington,  Virginia  22209 
(703)  524-0900 


James  H.  Connors,  President 
Public  corporation,  OTC 
Total  employees:  321 

Total  revenues,  fiscal  year  end 


6/30/76:  $9.3  million 


THE  COMPANY 


Kappa  Systems  Inc.  was  founded  on  April  25,  1965,  in  Philadelphia  as 
John  D.  Kettelle,  Inc.,  a software  services  firm.  In  1970,  it  be- 
came a public  corporation.  In  the  early  1970s  it  was  renamed  Kappa 
and  merged  with  Control  Systems  Research  Inc.,  also  a software  ser- 
vices firm. 

In  1975,  Kappa  expanded  further  with  the  acquisition  of  52%  of  Re- 
source Management  Corp.,  a computer  services  organization  in  Bethesda, 
Maryland.  Resource  Management's  subsidiaries  are  Linden  Laboratories, 
Inc.,  and  RMC  Research  Corporation.  Linden  develops,  manufactures, 
and  markets  diazoelectric  ceramics  and  acoustic  transducers  for 
primarily  commercial  users.  It  generates  approximately  10%  of  total 
Kappa  revenues.  RMC  Research  provides  services  similar  to  those 
of  Kappa. 

Kappa  has  acquired  manufacturing  subsidiaries  to  increase  profit  margins. 
Future  acquisitions  are  targeted  to  expand  Kappa  services  and  geo- 
graphic markets. 

Management's  goal  is  for  manufacturing,  now  less  than  20%  of  revenues, 
to  generate  50%  of  total  Kappa  revenues.  By  year  end  1978,  Kappa 
wiTl  have  completed  the  acquisition  of  an  additional  manufacturing 
company  - Automated  Processes,  Inc.  This  acquisition  will  increase 
Kappa's  consolidated  revenue  base  to  $12. 5M  and  raise  manufacturing 
to  30%  of  total  revenues. 

Although  Kappa  is  reducing  its  dependence  on  single  customers,  it 
still  has  large  contracts: 

Currently  80%  of  Kappa  revenues  are  generated  by  various  federal^ 
government  agencies.  This  represents  a reduction  of  the  company  s 
90%  dependence  on  the  Department  of  Defense  in  1968. 

Manufacturing  operations  are  primarily  dependent  on  commercial 
rather  than  government  users.  In  1976,  13  of  Linden  Laborator- 
ies' approximately  200  commercial  users  generated  90%  of  its 
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KEY  PRODUCTS  AND  SERVICES : 


A major  portion  of  Kappa  service  revenues  are  generated  by  data 
processing,  contract  programming,  and  systems  design  and  develop- 
ment. Data  processing  includes  batch  and  remote  computing,  facil- 
ities management,  and  software  maintenance.  The  balance  of  Kappa's 
service  revenues  are  derived  from  program  management  support  contracts. 

Manufacturing  revenues  are  currently  derived  from  the  sale  of  Linden's 
products.  The  acquisition  of  Automated  Processes,  Inc.  will  add 
manufacturing  capability  for  audio  control  equipment. 


APPLICATIONS:  Kappa  provides  both  general  business  and  scientific  and  en 

gineering  applications,  generating  approximately  equal  revenues. 

INDUSTRY  MARKETS: 


Eighty  percent  of  total  revenues  are  derived  from  the  federal  govern- 
ment. Government  provides  8%  of  Kappa's  manufacturing  and  88%  of 
its  services  revenues.  The  remaining  20%  are  widely  distributed. 

Service  users  include  the  U.S.  Department  of  Defense,  Health,  Education 
and  Welfare,  Transportation;  and  Labor;  the  National  Commission  on 
Diabetes;  the  National  Science  Foundation;  and  the  U.S.  Environmental 
Protection  Agency. 

Manufacturing  clients  are  typically  OEM  customers  in  the  instrumen- 
tation, electrical  appliance,  digital  watch,  and  audio  alarm  system 
fields. 


GEOGRAPHIC  MARKETS: 


Eighty  percent  of  revenues  are  derived  from  the  Washington,  D.C./New 
York  City  corridor.  The  remaining  20%  of  revenues  are  primarily 
derived  from  the  Northweast  region  and  the  Midwest.  Regional  offices 
are  located  in  Colorado  Springs,  New  York,  San  Francisco,  and  Philadelphia. 
Philadelphia. 


COMPUTER  HARDWARE  AND  SOFTWARE:  Kappa  has  a Burroughs  B 5500  (for  simulation 

and  modeling)  and  a Burroughs  1726  (for  communicatinos  and  data  processing 
service  bureau  work)  in  Colorado  Springs.  A Datapoint  minicomputer  (for 
internal,  administrative  management  RJE  functions)  in  Washington,  D.C.  is 
being  replaced  by  a Digital  Equipment  Corporation  minicomputer. 
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Keane,  Inc. 


President  & CEO: 

John  F.  Keane 

Ten  City  Square 

Boston,  MA  02129 

Phone: 

(617)  241-9200 

Fax: 

(617)  241-9505 

Status: 

Public 

Employees: 

4,493  (11/94) 

Revenue: 

$ 175,808,454 

Fiscal  Year  End: 

12/31/93 

Key  Points 

• Keane  is  a national  provider  of  custom 
software  development  and  related  professional 
services  to  major  corporations  and  health 
services  organizations. 

• Acquisitions  have  enabled  Keane  to  add 
capabilities,  increase  market  share  and  broaden 
geographic  distribution,  while  lowering  costs 
as  a percentage  of  revenues. 

• Two  major  acquisitions — GE  Consulting 
Services  in  January  1993  and  AGS  Computers 
in  January  1994 — have  expanded  Keane’s 


professional  services  operations  into  24  new 
locations  and  more  than  tripled  revenue — from 
$99  million  in  1992  to  estimated  1994  revenue 
of  more  than  $350  million. 

• As  a result  of  the  acquisition  of  GE 
Consulting,  Keane  now  provides  services  to 
more  than  20  autonomous  operating  units  of 
General  Electric.  During  1993,  Keane 
generated  approximately  27%  of  its  revenues 
from  these  various  units  of  General  Electric. 

• In  August  1993,  Keane  expanded  its  health 
care  product  line  with  the  acquisition  of 
Professional  Healthcare  Systems,  adding 
approximately  150  hospitals  in  28  states  to 
Keane’s  client  base. 
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Company  Description 

Keane,  founded  in  1965,  is  a software  services 
company  that  designs,  develops  and  manages 
software  for  corporations  and  the  health  services 
industry.  Information  services  provided  by 
Keane  include  application  software  development 
professional  services,  systems  integration, 
systems  operations/outsourcing  and  applications 
software  products. 

To  better  assist  clients  in  aligning  their 
information  systems  and  to  stay  ahead  of  the 
competition,  Keane  is  concentrating  on  three 
areas: 

• Providing  relevant  services  that  embody 
Keane’s  experience 

• Lowering  costs  so  that  Keane  is  persistently 
more  competitive 

• Increasing  local  market  share  and  expanding 
geographic  distribution 

In  October  1993,  Keane  netted  $29.2  million  as 
a result  of  the  sale  of  1.5  million  shares  of 
common  stock. 

Organization  and  Structure 

Keane  markets  its  services  through  a network  of 
more  than  40  branch  offices  throughout  the  U.S. 
and  Canada.  Each  branch  is  a profit  center 
responsible  for  delivering  cost-effective  software 
development  services  and  highly  responsive 
service.  A corporate  infrastructure  supports  the 
branches  and  provides  quality  assurance  and  a 
consistent  business  approach. 

Keane  is  organized  into  two  divisions — the 
Information  Services  Division  (ISD)  and  the 
Healthcare  Services  Division  (HSD). 

ISD — This  division,  headquartered  in  Boston, 
provides  custom  application  development. 


project  management,  systems  integration  and 
application  and  help  desk  outsourcing  services 
primarily  to  the  manufacturing,  financial  services 
and  insurance  industries. 

• ISD  contributed  92%  ($160.9  million)  to 
Keane’s  1993  revenue,  compared  to  90% 
($89.4  million)  of  1992  revenue. 

• ISD  is  divided  into  two  regions — Eastern  and 
Western — each  headed  by  a vice  president. 

• ISD  currently  provides  its  custom  software 
development  services  through  its  headquarters 
in  Boston  and  a network  of  more  than  40 
branch  offices  in  major  cities  in  the  U.S.  and 
Canada.  Branch  offices  are  responsible  for 
providing  software  planning,  analysis,  design, 
implementation  and  maintenance  services  for 
clients  within  assigned  geographic  territories. 
Each  office  is  led  by  a resident  branch 
manager;  generally  employs  between  50  and 
150  technical  personnel;  and  has  typically  one 
or  more  client  sales  representatives,  consulting 
managers  and  personnel  recruiters. 

• ISD  offices  are  in  Albany,  Birmingham,  New 
York,  Rochester,  Syracuse,  Wappingers  Falls 
and  Woodbury  (NY);  Atlanta  (GA),  Austin, 
Dallas  and  Houston  (TX);  Bedford  (NH); 

Boca  Raton  and  Tampa  (FL);  Boston  (MA); 
Chicago  (IL);  Cincinnati  and  Columbus  (OH); 
Clark  (NJ);  Columbia  and  Rockville  (MD); 
Darien  and  North  Haven  (CT);  Denver  (CO); 
Detroit  (MI);  Los  Angeles  and  San  Jose  (CA); 
Louisville  (KY);  Milwaukee  (WI);  Minneapolis 
and  Rochester  (MN);  Philadelphia  (PA); 
Phoenix  (A Z);  Raleigh-Durham  (NC);  and 
Seattle  (WA).  Canadian  offices  are  in 
Montreal  and  Ste-Foy  (Quebec)  and  Ottawa 
and  Toronto  (Ontario). 
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HSD — -This  division,  headquartered  in  Melville 
(NY),  provides  financial,  patient  care  and  clinical 
software  and  associated  professional  services  for 
large  teaching  hospitals,  hospital  chains, 
community  hospitals  and  long-term  health  care 
facilities.  HSD  also  provides  systems  operations 
(facilities  management)  services  for  many  of  its 
hospital  clients. 

• HSD  contributed  8%  ($14.9  million)  to  1993 
revenue,  compared  to  10%  ($9.9  million)  of 
revenue  in  1992. 

• In  addition  to  the  Melville  headquarters,  HSD 
has  offices  in  Hunt  Valley  (MD)  and  Los 
Angeles  (CA). 

Company  Strategy 

Keane  concentrates  on  six  factors  that  it  believes 
are  critical  to  its  success  and  to  enabling  the 
company  to  effectively  support  its  clients. 

• Targeted  Marketing  and  Sales — Keane  directs 
its  marketing  and  sales  efforts  toward 
corporations  and  health  care  organizations 
with  large  IS  budgets  and  recurring  needs  for 
custom  software  development.  The  company 
derives  its  revenue  primarily  from 
organizations  in  the  manufacturing,  financial 
services,  insurance,  health  care,  utilities, 
transportation,  telecommunications, 
pharmaceutical,  government  and  consumer 
goods  markets.  Organizations  in  these 
industries  generally  are  highly  information 
dependent  and  use  mission-critical  information 
as  a competitive  advantage. 

Keane’s  sales  representatives  are  assigned  a 
limited  number  of  accounts — generally  no 
more  than  six  to  eight — in  order  to  develop  an 
in-depth  understanding  of  each  client’s 
individual  needs.  These  representatives  are 
accountable  for  providing  responsive  service 


and  quality  software  solutions  in  line  with 
client  objectives. 

• Project  Management — Keane  is  best  able  to 
enhance  the  efficiency  of  the  software 
development  process  when  it  controls  the 
personnel  resources  of  a project  and  uses 
internally  developed  best  practices  and 
methodologies.  Hence,  the  company 
frequently  assumes  project  management 
responsibility  for  its  clients’  software 
development  efforts.  The  company  trains  its 
technical  staff  in  Productivity  Management, 
Keane’s  proprietary  methodology  for 
managing  software  development  projects  to 
complete  them  on  time  and  within  budget. 

• Critical  Mass — Keane  believes  that  it  can 
grow  more  quickly  and  more  profitably  if  its 
branch  offices  reach  critical  mass — having 
sufficient  depth  and  breadth  of  technical  and 
managerial  resources  to  be  one  of  the  two 
largest  software  development  firms  in  a given 
market  and  enabling  Keane  to  respond  quickly 
to  client  requests  and  to  operate  more 
efficiently  by  spreading  overhead  costs  over  a 
larger  revenue  base.  The  acquisition  of  GE 
Consulting  Services  in  January  1993  increased 
the  market  share  of  1 1 existing  Keane  branch 
offices  and  allowed  Keane  to  position  itself  in 
ten  new  locations.  The  acquisition  of  AGS  in 
January  1994  increased  market  share  of  13 
existing  Keane  locations  and  expanded 
Keane’s  geographic  distribution  by  adding  14 
new  locations  in  the  U S.  and  Canada. 

• Training — Keane  invests  significant  resources 
in  technical  and  management  training.  Keane 
trains  its  technical  personnel  in  Productivity 
Management,  as  well  as  other  relevant 
software  development  methodologies.  Keane 
also  offers  an  intensive  training  program  for 


Keane,  Inc. 


Page  3 of  10 


INPUT  Vendor  Profile 


newly  employed  college  graduates  called  the 
Accelerated  Software  Development  Program. 

• Strategic  Service  Offerings — Keane  offers 
application  software  development  and 
maintenance,  as  well  as  information  system 
assessment,  application  outsourcing  and  help 
desk  services.  The  company  also  assists  in 
business  process  redesign,  information  systems 
planning,  client/server  planning  and 
development  and  technology  migration.  All  of 
these  services  include  Keane’s  project 
management  expertise  and  are  designed  to 
achieve  optimum  results  at  the  lowest  possible 
cost. 

• Continuous  Improvement — Because  of  its  size 
and  diversity  of  client  projects,  Keane  is  able 


Keane,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

• Percent  change  from 

$175.8 

$99.3 

$95.6 

$90.0 

$77.2 

previous  year 

77% 

4% 

3% 

20% 

29% 

Income  before  taxes 
• Percent  change  from 

$15.6 

$10.4 

$9.5 

$8.8 

$6.0 

previous  year 

50% 

9% 

8% 

47% 

24% 

Net  income 

• Percent  change  from 

$9.1 

$6.3 

$5.9 

$5.2 

$3.6 

previous  year 

44% 

7% 

13% 

44% 

24% 

Earnings  per  share  (a) 

• Percent  change  from 

$1.14 

$0.85 

$0.81 

$0.75 

$0.61 

previous  year 

34% 

5% 

8% 

23% 

N/A 

(a)  Restated  to  reflect  a 3-for-2  stock  split  in  August  1993. 


to  learn  from  its  experience  at  one  branch 
office  or  hospital  site  and  refine  and  leverage 
that  experience  at  another  location.  Keane’s 
infrastructure  is  designed  to  capture  and 
continuously  improve  the  software 
development  and  maintenance  process.  Each 
branch  office  is  linked  electronically  so  that 
experiences  can  be  shared. 

Financials 

Keane’s  1993  revenue  reached  $175.8  million,  a 
77%  increase  over  1992  revenue  of  $99.3 
million.  Net  income  was  $9.1  million  in  1993, 
compared  to  $6.3  million  in  1992.  A five-year 
financial  summary  follows: 


Keane  management  attributes  1993  results  to 
the  following: 

• Revenue  from  ISD  reached  $160.9  million, 
up  80%  from  1992,  primarily  as  a result  of 
the  GE  Consulting  acquisition. 


• Revenue  from  HSD  was  $14.9  million  up 
50%  from  1992,  primarily  as  a result  of  the 
acquisition  of  Ferranti  Healthcare  Systems  in 
1992  and  Professional  Healthcare  Systems  in 
August  1993, 
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Revenue  Analysis  by  Product/Service: 

INPUT  estimates  approximately  91%  of 
Keane’s  1993  revenue  was  derived  from  its 
various  professional  services,  7%  from 
integrated  systems  and  the  remaining  2%  from 
systems  operations  for  the  health  services 
industry. 

Interim  Results — Revenue  for  the  six  months 
ending  June  30,  1994  reached  $171.7  million,  a 
100%  increase  over  $85.7  million  for  the  same 
period  in  1993.  Net  income  rose  95%,  from 
$4. 1 million  to  over  $8  million. 

• The  assimilation  of  AGS  Information 
Services  was  the  primary  factor  contributing 
to  Keane’s  increase  in  earnings  and  revenues. 

• As  a reflection  of  Keane’s  strong  operating 
performance  to  date,  on  July  28,  1994, 

Keane  announced  a 3-for-2  stock  split 
payable  on  September  7,  1994. 

Market  Financials 

INPUT  estimates  Keane’s  1993  revenue  was 
derived  approximately  as  follows: 


Discrete  manufacturing 30% 

Process  manufacturing 10% 

Health  services 11% 

Transportation 10% 

Banking  and  finance 8% 

Wholesale  trade 8% 

Utilities 6% 

Insurance  and  other  finance 5% 

Telecommunications 5% 

Retail  trade 4% 

Business  services 3% 


100% 


Electric  and  12%  ($21  million)  of  revenue 
came  from  IBM. 

As  a result  of  the  AGS  acquisition,  Keane  will 
also  derive  revenue  from  government  agencies 
in  the  U.S.  and  Canada  during  1994. 

Geographic  Markets 

Virtually  100%  of  Keane’s  1993  revenue  was 
derived  from  the  U.S. 

As  a result  of  the  acquisition  of  AGS  early  this 
year,  Keane  will  also  derive  revenue  from 
Canada  during  1994. 

Acquisitions 

Keane  has  completed  1 1 acquisitions  since  July 
1986  for  ISD,  ranging  in  annual  revenue  size 
from  approximately  $2  million  to  $170  million 
at  the  time  of  the  acquisition.  The  company 
believes  that  the  commercial  custom  software 
development  services  industry  is  highly 
fragmented  and,  as  a result,  expects  that  there 
will  continue  to  be  acquisition  opportunities. 

In  April  1994,  Keane  acquired  the  information 
services  business  of  The  Geary  Corporation,  a 
privately  held  software  services  operation 
based  in  Pittsfield  (MA)  with  annual  revenue 
of  approximately  $6  million.  Geary  provided 
software  services  similar  to  those  marketed  by 
ISD,  and  the  acquisition  has  strengthened  the 
critical  mass  of  Keane’s  operation  in  the 
Albany  (NY)  area. 

Effective  January  5,  1994,  Keane  acquired 
AGS  Information  Services  and  certain 
associated  businesses  from  NYNEX 
Worldwide  Services  Group,  Inc.  The 
acquisition  was  accounted  for  as  a purchase. 


Approximately  27%  ($47  million)  of  1993 
revenue  came  from  various  units  of  General 


• Included  in  the  purchase  were  AGS 
Information  Services;  Atkinson,  Tremblay  & 
Associates  of  Canada;  AGS  Federal 
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Systems;  AGS  Management  Systems;  and 
Lamarian  Systems,  Inc.  These  operations 
are  being  assimilated  by  Keane’s  ISD  unit. 

• The  acquired  businesses,  with  1993  revenue 
of  approximately  $171  million,  provide 
information  technology  consulting  services, 
including  systems  integration  and  staff 
supplementation,  to  businesses  and 
governments  in  the  U.S.  and  Canada.  The 
target  customer  market  ranges  from  small 
growth  oriented  companies  to  Fortune  500 
companies. 

• AGS  had  27  offices  employing  more  than 
2,000  employees.  The  acquisition  increased 
the  market  share  of  13  Keane  branch  offices 
and  expanded  Keane’s  geographic 
distribution  by  adding  14  new  locations  in 
the  U.S.  and  Canada. 

In  August  1993,  Keane  acquired  Professional 
Healthcare  Systems,  Inc.  (PHS)  of  Los 
Angeles  (CA)  for  $4.4  million. 

• PHS,  with  annual  revenue  of  approximately 
$15  million,  provides  applications  software 
products  to  the  health  services  industry. 

• The  PHS  acquisition  added  approximately 
150  hospitals  in  28  states  to  Keane’s  HSD 
client  base  and  added  software  for  large 
teaching  hospitals  and  hospital  chains. 

• The  operations  of  PHS  have  been  merged 
into  HSD. 

Effective  January  1,  1993,  Keane  acquired  GE 
Consulting  Services  Corporation,  a wholly 
owned  subsidiary  of  General  Electric.  The 
total  cash  and  notes  paid  in  connection  with 
the  acquisition  and  noncompetition  agreement 
was  $37.7  million. 


• GE  Consulting,  with  annual  revenue  of  $85 
million  and  more  than  1,000  employees  at 
the  time  of  the  acquisition,  provides  software 
development  and  maintenance  services  to 
General  Electric  and  other  large  clients 
through  a network  of  21  branch  offices. 

• The  acquisition  allowed  Keane  to  combine 
12  overlapping  offices  to  increase  market 
share  as  well  as  reduce  operating  expenses  in 
these  cities  and  added  offices  in  1 1 cities  in 
which  Keane  had  not  previously  done 
business. 

• As  a result  of  the  acquisition,  Keane 
currently  provides  services  to  more  than  20 
autonomous  operating  units  of  General 
Electric. 

• Keane  has  successfully  integrated  GE 
Consulting  into  its  ISD  organization. 

In  April  1992,  Keane  acquired  Ferranti 
Healthcare  Systems  Corporation  of  Hunt 
Valley  (MD)  for  approximately  $1.8  million. 

The  acquisition  was  accounted  for  as  a 
purchase. 

• Ferranti  was  a $7  million  provider  of  the 
Leadership  Series  software  for  acute-care 
hospitals  (no  longer,  marketed,  though 
currently  supported)  and  PC-based  financial 
software  for  long-term  care  facilities. 

• Ferranti  had  approximately  25  hospital 
clients  located  primarily  in  New  Jersey, 
Pennsylvania,  Delaware  and  North  Carolina 
and  about  200  long-term  facility  clients 
located  across  the  U.S. 

• The  operations  of  Ferranti  have  been  merged 
into  HSD. 
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Employees 

As  of  December  31,  1993,  Keane  had  2,363 
full-time  employees,  including  2,013  technical 
staff  whose  services  are  billable  to  clients, 
segmented  as  follows: 

ISD 2,057 

HSD 233 

Corporate 71 

2,363 


Keane  currently  has  4,493  employees, 
segmented  as  follows: 

ISD 

HSD 

Corporate 


4,130 
...  245 
...  118 
4,493 


Key  Products  and  Services 

Information  Services  Division  (ISD) 

ISD  provides  custom  application  development 
services  generally  to  clients  with  large  and 
recurring  software  development  needs.  Clients 
are  generally  billed  on  a time  and  materials 
basis. 

ISD  services  address  the  full  software 
development  life  cycle  and  include: 

• Business  process  redesign 

• Information  strategy  planning 

• Business  system  analysis  and  design 

• Software  construction  and  testing 

• Project  management/training 

• Application  outsourcing 

• Client/server  planning  and  development 

• Technology  migration 

• IS  assessments 

• Help  desk  services 


The  majority  of  ISD’s  business  is  in  projected 
oriented  software  development,  followed  by 
contract  programming. 

In  the  ISD  area,  most  of  Keane’s  clients  are  in 
the  manufacturing,  financial  services  and 
insurance  industry  sectors. 

• Projects  for  manufacturing  clients  may 
involve  factory  operations,  materials 
management,  quality  assurance, 
warehousing,  dispatching,  and  distribution. 
Keane  has  also  assisted  manufacturing 
companies  with  other  applications  such  as 
accounting,  marketing  and  human  resource 
systems. 

• In  the  insurance  area,  Keane  has  managed 
projects  in  connection  with  applications  such 
as  claims  processing,  agency  management 
and  commissions,  coordination  of  benefits 
and  subrogation,  pension,  premium  and  loss 
reporting,  accounting,  compensation  and 
benefits  systems. 

• In  the  financial  services  area  Keane  has 
experience  in  applications,  including 
marketing,  mutual  fund  analysis,  fund 
tracking,  stock  transfer,  consumer 
information,  commercial  and  consumer 
loans,  cash  distribution,  accounting  and 
human  resource  systems. 

ISD  provides  methodologies,  software, 
seminars,  and  workshops  for  project 
management  as  follows: 

• Productivity  Management  (PM)  is  a 
proprietary  methodology  for  managing 
software  development  projects.  Keane's 
technical  staff  consistently  practices  PM  on 
all  project  assignments. 
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• The  Project  Manager  Development  Program 
(PMDP™),  introduced  in  1985,  is  designed 
to  develop  the  skills  required  for  technical 
managers  to  become  superior  project 
managers.  PMDP  training  is  required  for  all 
Keane  senior  project  managers. 

• Keane  also  provides  technical  training  to  its 
staff  and  clients  on  the  company's 
methodologies,  management  techniques,  and 
technical  skills  in  data  base  technologies, 
structured  design  and  programming,  and 
software  re-engineering  and  CASE.  Courses 
typically  involve  a combination  of  interactive 
self-study,  classroom  lectures,  and  hands-on 
problem  solving. 

• Keane's  Accelerated  Software  Development 
Program  is  designed  for  new  employees  who 
are  recruited  from  colleges  and  universities. 
These  computer  science  majors  learn  the 
skills  necessary  to  become  a productive 
entry-level  member  of  a Keane  branch  office. 

ISD  contract  examples  include  the  following: 

• Keane  has  been  awarded  a three-year,  $11.5 
million  contract  by  Carrier  Corporation  to 
provide  maintenance,  production  support 
and  enhancement  of  selected  software 
applications,  including  order  delivery, 
financial,  sales  and  marketing, 
manufacturing,  payroll/human  resources  and 
ancillary  applications  for  Carrier’s  business 
information  systems. 

• In  a joint  partnership  with  AT&T  Global 
Information  Solutions,  Keane  was  retained 
by  Delta  Air  Lines  to  lead  the  analysis, 
design,  construction  testing  and 
implementation  efforts  for  a new  automated 
cargo  management  system. 


• Keane  has  provided  a range  of  services  to 
3M  in  the  area  of  application  outsourcing, 
client/server  development,  project 
management  and  consulting. 

• Keane  has  assisted  NEC  Technologies  in 
implementing  client/server  technology  for  its 
customer  service  system  and  developed  a 
new  sales  forecasting  and  planning 
application. 

• Keane  is  assisting  New  England  Funds  to 
develop  an  information  retrieval  system  to 
drive  marketing,  promotional  and  service 
decisions. 

Healthcare  Services  Division  (HSD) 

HSD  develops,  markets  and  supports 
integrated  systems  for  most  major  health  care 
applications,  including  financial,  patient  care 
and  clinical  systems.  Products  are  targeted  to 
large  teaching  hospitals,  hospital  chains, 
community  hospitals  and  long-term  health  care 
facilities.  HSD  also  provides  systems 
operations  services  for  its  hospital  clients. 

Including  acquisitions,  HSD  products  are  now 
supported  in  approximately  1 80  hospitals  and 
400  long-term  health  care  facilities. 

Threshold™  is  Keane's  family  of  integrated 
open  software  products  for  50-  to  800-bed 
hospitals. 

• The  Threshold  family  of  products 
incorporates  a fourth-generation  language 
and  a relational  data  base.  Threshold 
products  operate  under  UNIX  and  can  run 
on  numerous  hardware  platforms.  The 
product  line  is  currently  available  on  DEC, 
CBM  and  Data  General  systems. 
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• Threshold  includes  a range  of  financial, 
patient  care  and  clinical  applications,  as 
follows: 

Financial  Management  Systems 

- Payroll/personnel 

- Materials  management 

- Accounts  payable 

- General  ledger/budgeting 

Patient  Management  Systems 

- ADT  (Admission,  Discharge,  and 
Transfer)/inpatient  billing/  accounts 
receivable/  collections 

- Registration/outpatient  billing/ 
accounts  receivable/collections 

- Medical  records/abstracting/reporting/ 
DRG  grouping 

- Central  index/chart  deficiency/chart 
tracking 

Patient  Care  Systems 

- Order  communications/results 
reporting 

- Nursing  information 
Clinical  Systems 

- Radiology 

- Pharmacy 

- Laboratory 

Supplemental  Systems 

Nursing  home  information 

- Home  health  information 

- Mental  health  information 

• There  are  currently  approximately  15 
Threshold  clients. 


HSD  continues  to  market  and  support 
software  applications  previously  offered  by 
Professional  Healthcare  Systems  (PHS)  and 
the  long-term  care  system  previously  offered 
by  Ferranti. 

• LEADERSHIP  PLUS,  acquired  with 
Ferranti,  is  a PC-based  product  targeted  to 
long-term  care  facilities/nursing  homes.  The 
product  supports  resident  account 
management,  resident  care  management  and 
financial  management  applications.  It  has  an 
installed  base  of  approximately  450. 

• The  PATCOM  product  line,  acquired  with 
PHS,  is  a patient  accounting  system  targeted 
to  large  teaching  hospitals  and  hospital 
chains.  The  product  runs  on  Data  General 
computers  and  is  currently  being  converted 
to  a UNIX  environment.  There  are  currently 
more  than  170  PATCOM  installations. 

Clients 

A sample  of  Keane’s  clients  follows: 

Manufacturing — Bethlehem  Steel,  Coca-Cola 
Company,  E.I.  duPont  de  Nemours  & Co., 
Eastman  Kodak,  General  Electric,  IBM, 
Minnesota  Mining  and  Manufacturing  Co. 
(3M),  Motorola,  NEC  Technologies,  Sikorsky 
Aircraft,  Whirlpool 

Financial  Services — Bank  of  Boston  Corp., 
BayBanks,  Inc.,  Discover  Card  Services,  Inc., 
Fidelity  Investments,  First  Bank  System,  Fleet 
Financial  Group,  GE  Capital  Corporation, 
Harris  Bankcorp,  Kidder  Peabody,  New 
England  Funds,  The  Putnam  Companies 

Insurance — Aetna  Life  Insurance,  American 
International  Group,  CIGNA  Corporation, 
Commercial  Life  Insurance,  Liberty  Mutual 
Insurance,  New  Hampshire  Insurance,  New 
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York  Life  Insurance,  Prudential  Group, 
UNUM  Corporation 

Health  Services — American  Medical 
International,  Baptist  Nashville,  Baylor 
University  Medical  Center,  Central  General 
Hospital,  Johns  Hopkins  Hospital, 
Massachusetts  General  Hospital,  Paracelsus 
Healthcare  Corporation 

Other — Avon  Products,  AT&T,  Delta  Air 
Lines,  ESPN,  Fabri-Centers  of  America,  GTE 
Data  Services,  McDonald’s  Corporation,  The 
Pillsbury  Company,  The  Putnam  Companies, 
Skybox  International 

Marketing  and  Sales 

Keane  markets  its  software  development 
services  and  software  products  through  its 
own  direct  sales  force  based  in  each  branch 
office. 

ISD  currently  has  about  100  salespeople  and 
HSD  has  about  8. 

Alliances 

HSD  is  a value-added  reseller  for  Data 
General,  IBM,  Hewlett-Packard  and  DEC. 

Competitors 

ISD  competitors  include  Andersen  Consulting, 
Computer  Horizons,  Computer  Task  Group, 
Analysts  International,  CAP  GEMINI  and 
Cambridge  Technology  Partners. 

HSD  competitors  include  HBO  & Company, 
Shared  Medical  Systems  and  Medical 
Information  Technology  (MEDITECH). 

INPUT  Assessment 

Keane  differentiates  itself  from  other  software 
organizations  in  three  primary  ways: 


• A large  network  of  branch  offices  provides 
critical  mass  needed  for  rapid  response  at  a 
cost-effective  price 

• Twenty-nine  years  of  practical  experience  is 
captured  in  a set  of  tools  and  methodologies 
providing  consistent  high-quality  results 

• Delivering  software  solutions  appropriate  to 
the  scope  of  the  business  problem  minimizes 
risk  and  implementation  time 

The  AGS  acquisition  will  double  the  size  of 

Keane  and  give  it  the  ability  to  enter  the 

federal  sector 

Challenges  for  Keane  include: 

• Adding  various  units  of  NYNEX  to  its 
customer  base 

• Successful  assimilation  of  technical 
personnel  from  acquired  companies  while 
maintaining  a low  turnover  rate 
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KEANE,  INC. 

Ten  City  Square 
Boston,  MA  02129 
(617)  241-9200 

John  F.  Keane,  President 
Public  Corporation,  AMEX 
Total  Employees:  1,386  (12/91) 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $95,561,940 

The  Company 

Keane,  Inc.,  founded  in  1965,  is  a professional  services  firm  that 
develops,  maintains,  and  re-engineers  software  for  corporations  and 
health  care  facilities  through  two  divisions  as  follows: 

• The  Information  Services  Division  (ISD),  which  accounted  for 
94%  ($90  million)  of  Keane's  revenues  in  1991,  provides  software 
development  services  for  large  corporations,  consisting  primarily 
of  manufacturing,  insurance,  and  financial  services  firms.  ISD 
also  provides  systems  software  services  for  IBM. 

• The  Healthcare  Services  Division  (HSD),  which  accounted  for 
the  balance  of  Keane's  1991  revenues,  markets  and  supports 
Threshold™,  a family  of  open  financial,  patient  care,  and  clinical 
information  systems  for  health  care  facilities.  HSD  also  provides 
on-site  facilities  management  (systems  operations)  services  for 
many  of  its  hospital  clients. 

Keane  markets  its  services  through  a network  of  branch  offices 
located  in  the  eastern  half  of  the  U.S.  The  company  develops  long- 
term relationships  with  many  of  its  clients.  In  1991,  Keane  derived 
over  95%  of  its  revenues  from  clients  it  had  worked  with  during  the 
prior  three  years. 

Kene's  strategic  objective  is  to  establish  the  company  as  the 
"Software  Developer  of  Choice"  for  its  clients.  Keane  is 
accomplishing  this  by  assisting  client  companies  to  increase  their 
competitiveness  through  quality  softare  developed  on  time  and 
within  budget. 

Total  revenue  for  1991  was  $95.6  million,  a 3%  increase  over  1990 
revenue  of  $93.0  million.  Net  income  rose  13%,  from  $5.2  million 
in  1990  to  $5.9  million  in  1991.  A five-year  financial  summary 
follows: 

June  1992 
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FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

CAGR 

Revenue 

• Percent  increase 

$95.6 

$93.0 

$77.2 

$60.0 

$44.6 

21% 

from  previous  year 

3% 

20% 

29% 

35% 

9% 

Income  before  taxes 
• Percent  increase 

$9.5 

$8.8 

$6.0 

$4.8 

$1.6 

56% 

from  previous  year 

8% 

47% 

24% 

194% 

★ 

• Gross  margin 

10% 

9% 

8% 

8% 

4% 

Net  income 
• Percent  increase 

$5.9 

$5.2 

$3.6 

$2.9 

0.9 

60% 

from  previous  year 

13% 

44% 

24% 

225% 

212% 

■ Net  margin 

6% 

6% 

5% 

5% 

2% 

Earnings  per  share  (a) 
• Percent  increase 

$1.22 

$1.13 

$0.91 

$0.75 

$0.21 

55% 

from  previous  year 

8% 

24% 

21% 

257% 

200% 

Percent  change  exceeds  1,000% 


(a)  Restated  to  reflect  a 2-for- 1 stock  split  in  May  1989  and  a 3-for-2  stock  split  in  February  1990. 

Keane  management  attributes  1991  results  to  the  following: 

• Professional  services  (1SD)  revenue  for  1991  increased  only  2.5% 
over  1990.  The  current  recession  had  its  greatest  impact  on  the 
division's  New  England  region.  In  addition,  results  were 
adversely  affected  by  the  phasedown  of  several  mainframe 
projects  for  IBM.  In  total,  these  two  business  areas  are  down 
$7.9  million,  or  22%,  compared  to  1990.  Revenue  from  business 
areas  located  outside  of  New  England,  including  minicomputer 
projects  for  IBM,  was  up  $10.1  million,  over  20%,  over  1990. 

• HSD  revenue  reached  $5.6  million,  an  8%  increase  over  $5.2 
million  for  1990.  New  sales  for  HSD  for  the  first  six  months  of 
1991  were  minimal  as  prospective  customers  were  awaiting  the 
release  of  HSD’s  new  open  software  product  offering, 
Threshold™,  designed  for  the  UNIX  operating  system  and  RISC 
hardware.  HSD  sales  in  the  second  half  of  1991  were  $3.4 
million,  up  $1.2  million  from  the  first  half  of  the  year  after  the 
release  of  the  Threshold  product  line. 
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Recent  acquisitions  include  the  following: 

• In  April  1992,  Keane  acquired  Ferranti  Healthcare  Systems 

Corporation  of  Hunt  Valley  (MD). 

- Ferranti  is  a $7  million  provider  of  the  Leadership  Series 
software  for  acute-care  hospitals  and  PC-based  financial 
software  for  long-term  care  facilities.  Ferranti  has 
approximately  25  hospital  clients  located  primarily  in  New 
Jersey,  Pennsylvania,  Delaware,  and  North  Carolina,  and 
about  200  long-term  facility  clients  located  across  the  U.S. 

- The  operations  of  Ferranti  have  been  merged  into  HSD. 

• In  September  1991,  Keane  acquired  the  Raleigh  (NC)  regional 

office  of  Broadway  & Seymour  Inc. 

- The  office,  which  markets  software  development  services,  has 
projected  annual  revenues  of  approximately  $1.5  million. 

- The  addition  of  the  Raleigh  office  will  allow  Keane  to 
increase  its  penetration  of  the  growing  southeastern  U.S. 
market. 

As  of  December  31,  1991,  Keane  had  1,386  full-time  employees, 

segmented  as  follows: 


ISD 

1,237 

HSD 

80 

Corporate 

69 

1,386 

Major  competitors  include  the  following: 

• Project  management  services:  Andersen  Consulting,  Computer 
Sciences  Corporation,  and  Electronic  Data  Systems 

• Supplemental  staffing:  AGS  Computers,  Analysts  International, 
CAP  Gemini  Sogeti,  Computer  Task  Group,  and  small  local 
firms 

• Health  care  industry:  Shared  Medical  Systems,  American 
Express,  IBAX,  and  Gerber  Alley. 
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Services*UCtS  ^ APProximately  94%  of  Keane's  1991  revenue  was  derived  from 

professional  services,  2%  from  facilities  management  (through 
HSD),  3%  from  software  product  licenses  and  support,  and  the 
remaining  1%  from  hardware  and  other.  A three-year  summary  of 
source  of  revenue  follows: 


KEANE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional  services 

$90.0 

94% 

$87.8 

95% 

$70.1 

91% 

Facilities  management 

2.1 

2% 

2.0 

2% 

2.8 

4% 

Software  products 

2.3 

3% 

2.2 

2% 

2.7 

3% 

Hardware  and  other 

1.2 

1% 

1.0 

1% 

1.6 

2% 

TOTAL 

$95.6 

100% 

S93.0 

100% 

$77.2 

100% 

Information  Services  Division: 

The  Information  Services  Division  (ISD)  provides  custom 
application  development  services  primarily  in  the  manufacturing, 
insurance,  and  financial  services  industries. 

• More  than  90%  of  ISD's  revenue  is  derived  from  assignments 
from  previous  Keane  clients.  During  1991,  80%  of  the  services 
provided  by  ISD  were  performed  on  the  clients'  premises,  with 
the  remaining  20%  provided  at  Keane's  facilities. 

Most  ISD  clients  are  billed  on  a time-and-materials  basis.  Less 
than  5%  of  ISD  revenue  is  derived  from  fixed-price  contracts. 

ISD  assists  clients  in  the  design,  development,  implementation,  and 
modification  of  business  applications  software  systems,  data  base 
management  systems,  and  teleprocessing  network  systems. 

Keane  has  experience  in  developing  systems  for  most  major  large 
mainframe  manufacturers,  in  addition  to  minicomputer  and  PC 
vendors  such  as  Wang,  HP,  Data  General,  DEC,  Prime,  Sun  and 
IBM. 
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• Keane  has  experience  in  implementing  a variety  of  data  base 
systems,  including  IMS,  TOTAL,  System  2000,  IDS,  IDMS,  and 
DB2. 

• Teleprocessing  systems  experience  includes  CICS,  IMS-TP, 
ENVIRON-1,  TASK  MASTER,  and  ADS/O. 

• During  1991,  Keane  established  a Software  Re-engineering 
Services  group  which  introduced  two  service  offerings  to  assist 
clients  in  improving  the  quality  of  their  existing  software: 

- A Portfolio  Analysis  objectively  measures  the  quality  within 
existing  systems  and  its  relationship  to  ongoing  maintenance 
costs.  This  enables  Keane  to  provide  clients  with  specific 
recommendations  on  how  to  improve  the  quality  of  these 
systems  in  the  most  cost-effective  manner,  and  estimate  the 
financial  benefit  of  implementing  each  recommendation. 

- The  Code  Improvement  service  uses  a combination  of 
automated  tools  and  manual  techniques  to  create  more 
maintainable  code  by  making  it  easier  to  understand  and  more 
reliable. 

Projects  for  manufacturing  clients  may  involve  factory  operations, 
materials  management,  quality  assurance,  warehousing,  dispatching, 
and  distribution.  Keane  has  also  assisted  manufacturing  companies 
with  other  applications  such  as  accounting,  marketing,  and  human 
resources  systems. 

In  the  insurance  area,  Keane  has  managed  projects  in  connection 
with  applications  such  as  claims  processing,  agency  management 
and  commissions,  coordination  of  benefits  and  subrogation, 
pension,  premium  and  loss  reporting,  accounting,  compensation, 
and  benefits  systems. 

In  the  banking  and  financial  services  area  Keane  has  experience  in 
applications  including  marketing,  mutual  fund  analysis,  fund 
tracking,  stock  transfer,  consumer  information,  commercial  and 
consumer  loans,  cash  distribution,  accounting,  and  human  resources 
systems. 

ISD  provides  methodologies,  software,  seminars,  and  workshops  for 
project  management  as  follows: 

• Productivity  Management  (PM)  is  a proprietary  methodology  for 
managing  software  development  projects.  Keane's  technical  staff 
consistently  practices  PM  on  all  project  assignments. 
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• The  Project  Manager  Development  Program  (PMDP™), 
introduced  in  1985,  is  designed  to  develop  the  skills  required  for 
technical  managers  to  become  superior  project  managers. 

PMDP  training  is  required  for  all  Keane  senior  project 
managers. 

• To  date,  more  than  16,000  individuals  representing 
approximately  500  corporations  have  attended  PM  and  PMDP 
seminars. 

Keane  also  provides  technical  training  to  its  staff  and  clients  on  the 
company's  methodologies,  management  techniques,  and  technical 
skills  in  data  base  technologies,  structured  design  and  programming, 
and  software  re-engineering  and  CASE.  Courses  typically  involve  a 
combination  of  interactive  self-study,  classroom  lectures,  and  hands- 
on  problem  solving. 

Keane  s Accelerated  Software  Development  Program- 
Fundamentals  (ASDP-F)  is  designed  for  new  employees  who  are 
recruited  from  colleges  and  universities.  These  computer  science 
majors  learn  the  skills  necessary  to  become  a productive  entry-level 
member  of  a Keane  branch  office.  To  date,  the  program  has 
graduated  340  professionals. 

Examples  of  recent  projects  in  which  Keane  has  been  involved 
include  the  following: 

• During  1991,  Keane  was  awarded  a major  contract  to  develop  an 
integrated  sales  support  system  for  the  ESPN  cable  sports 
network.  Keane  has  total  project  responsibility  for  the  ESPN 
system,  including  cost,  schedule,  hardware  architecture, 
applications  software  design,  software  development,  and  system 
implementation. 

Keane  is  assisting  Norton  Company,  a manufacturer  of  abrasive 
products,  in  the  development  of  a Common  Front  End  system  to 
improve  Norton's  customer  service.  The  new  system  combines 
various  order  processing  functions,  including  order  entry,  pricing, 
warehousing,  and  invoicing,  controlled  by  a single  inventory 
management  system. 

• Keane  has  responsibility  for  the  maintenance  of  First  National 
Bank  of  Chicago's  existing  remittance  processing  system  while 
the  bank  converts  to  a new  system. 

• The  Software  Re-engineering  Services  group  recently  performed 
a Portfolio  Analysis  for  Central  Main  Power,  evaluating  the 
technical  and  functional  quality  of  a software  package. 
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Healthcare  Services  Division: 

Through  the  Healthcare  Services  Division  (HSD),  Keane  markets 
applications  software  products,  turnkey  systems,  and  facilities 
management  services  to  health  care  facilities.  The  division  is 
currently  a value-added  remarketer  for  DEC  and  IBM. 

Threshold  is  Keane's  new  product  family  of  integrated  open 
software  products  for  50-  to  800-bed  hospitals. 

■ The  Threshold  family  of  products  incorporates  a fourth- 
generation  language  and  a relational  data  base.  Threshold 
products  operate  under  UNIX  and  can  run  on  numerous 
hardware  platforms.  The  product  line  is  currently  available  on 
the  DEC  system  5000  and  the  IBM  RISC  6000. 

• Threshold  includes  a range  of  financial,  patient  care,  and  clinical 
applications,  as  follows: 

- Financial  Management  Systems 

Payroll/personnel 
Materials  management 
Accounts  payable 
General  ledger/budgeting 

- Patient  Management  Systems 

ADT  (Admission,  Discharge,  and  Transfer)/ 
inpatient  billing/accounts  receivable/ 
collections 

Registration/outpatient  billing/ 
accounts  receivable/collections 
Medical  records/abstracting/reporting/ 

DRG  grouping 

Central  index/chart  deficiency/chart  tracking 

- Patient  Care  Systems 

Order  communications/results  reporting 
Nursing  information 

- Clinical  Systems 

Radiology 

Pharmacy 

Laboratory 
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Industry  Markets 


Geographic 

Markets 


- Supplemental  Systems 

Nursing  home  information 
Home  health  information 
Mental  health  information 

• There  are  currently  three  Threshold  clients. 

HSD  also  supports  over  40  clients  with  earlier  versions  of  its 
software  products  for  Wang  VS  computers. 

Facilities  management  contracts  are  usually  for  three  to  five  years. 
HSD  currently  provides  facilities  management  services  to  15  clients. 

As  a result  of  the  acquisition  of  Ferranti  earlier  this  year,  HSD 
continues  to  support  about  25  Leadership  Series  software  clients 
and  markets  and  supports  PC-based  financial  software  for  nursing 
homes. 


Keane's  1991  revenue  was  derived  approximately  as  follows: 


Professional  services: 

Manufacturing  * 

57% 

Insurance 

12% 

Financial  services 

8% 

Other 

17% 

94% 

HSD  - hospitals 

100% 

During  1991,  Keane  provided  professional  services  to  nine 
separate  IBM  locations  involving  separate  projects.  Services 
provided  to  IBM  contributed  approximately  21%,  24%,  and  23% 
to  Keane's  total  revenue  for  1991,  1990,  and  1989,  respectively. 


One  hundred  percent  of  Keane’s  1991  revenue  was  derived  from  the 


Keane  s target  market  for  its  professional  services  is  corporations 
located  in  the  Northeast,  Mid-Atlantic,  and  Midwest. 

The  company  is  marketing  its  Threshold  family  of  products 
primarily  on  the  East  Coast. 


Page  8 of  9 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


June  1992 


KEANE,  INC. 


INPUT 


Computer 

Hardware 


ISD  has  offices  in  Atlanta  (GA);  Baltimore  (MD);  Bedford  (NH); 
Boston  and  Lexington  (MA);  Chicago  (IL);  Cleveland  (OH); 
Hartford  and  Stamford  (CT);  Minneapolis  and  Rochester  (MN); 
New  Providence  (NJ);  Orlando  and  Tampa  (FL);  Philadelphia 
(PA);  Portland  (ME);  Raleigh  (NC);  and  Rochester  and  Syracuse 
(NY). 

HSD  has  offices  in  Melville  (NY)  and  Boston  (MA). 


Keane  has  an  IBM  AS/400  and  a Wang  VS  90  installed  at  its 
headquarters  in  Boston.  A Wang  VS,  a DEC  5000,  and  an  IBM 
RS/6000  are  installed  in  Melville. 

Systems  installed  at  facilities  management  or  client  hospital  sites 
include  IBM  System/34s,  IBM  System/38s,  Wang  VS,  DEC  5000, 
and  IBM  RS/6000  systems. 
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KEANE,  INC. 

Ten  City  Square 
Boston,  MA  02129 
(617)  241-9200 

John  F.  Keane,  President 
Public  Corporation,  AMEX 
Total  Employees:  1,308 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $77,196,333 

The  Company 

Keane,  Inc.,  founded  in  1965,  provides  software  design, 
development,  integration,  and  maintenance  professional  services 
for  corporations,  and  application  software  products  and  facilities 
management  services  to  hospitals. 

During  1989,  Keane  moved  the  trading  of  its  stock  from  the 
NASDAQ  National  Market  System  to  the  American  Stock 
Exchange. 

Keane  is  currently  organized  into  two  divisions  as  follows: 

• The  Information  Services  Division  (ISD)  provides  custom 
application  software  development  services  primarily  to  the 
manufacturing,  insurance,  financial  services,  and  banking 
industries.  This  division  accounted  for  90%  of  Keane's  1989 
revenue. 

• The  KeaMed  Hospital  Systems  Division  provides  application 
software  products  and  facilities  management  services  to  small 
and  medium  hospitals.  This  division  accounted  for  10%  of 
Keane's  1989  revenue. 

Total  revenue  for  1989  was  $77.2  million,  a 29%  increase  over 
1988  revenue  of  $60.0  million.  Net  income  rose  24%,  from  $2.9 
million  in  1988  to  nearly  $3.6  million  in  1989.  A five-year  financial 
summary  follows: 
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KEANE,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$72.2 

$60.0 

$44.6 

$41.1 

$40.2 

16% 

from  previous  year 

29% 

35% 

9% 

2% 

18% 

Income  before  taxes 
• Percent  increase 

$6.0 

$4.8 

$1.6 

- 

$1.2 

50% 

(decrease)  from 
previous  year 

24% 

194% 

★ 

(99%) 

27% 

• Gross  margin 

8% 

8% 

4% 

- 

3% 

Net  income 
• Percent  increase 

$3.6 

$2.9 

0.9 

$0.3 

0.8 

46% 

(decrease)  from 
previous  year 

24% 

225% 

212% 

(63%) 

24% 

• Net  margin 

5% 

5% 

2% 

-- 

2% 

Earnings  per  share  (a) 
• Percent  increase 

$0.91 

$0.75 

$0.21 

$0.07 

$0.18 

50% 

(decrease)  from 
previous  year 

21% 

257% 

200% 

(61%) 

N/A 

* Percent  change  exceeds  1,000% 

(a)  Restated  to  reflect  a 2-for- 1 stock  split  in  May  1989  and  a 3-for-2  stock  split  in  February  1990. 


Approximately  40%  of  revenue  growth  during  1989  was  attributed 
to  ISD  acquisitions  and  60%  to  increased  sales  of  services  to 
current  clients  and  the  addition  of  new  clients. 

• Professional  services  (ISD)  revenue  for  1989  reached  $69.8 
million,  a 33%  increase  over  1988  revenue  of  $52.2  million. 

• KeaMed  Hospital  Division  revenue  was  $7.4  million  in  1989,  a 
2%  decrease  from  $7.8  million  for  1988.  Revenue  declines  ’ 
were  attributed  to  Keane's  1987  decision  to  eliminate  the  sales 
and  marketing  of  the  division's  IBM  System/38  and  System/36 
hospital  application  software  and  related  services.  KeaMed  is 
now  concentrating  on  its  Wang  VS-based  applications  and  plans 
to  expand  into  the  UNIX  market. 

Part  of  Keane's  strategy  is  growth  within  its  present  branch  offices 
and  the  expansion  of  ISD  branch  offices  in  targeted  cities  through 
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the  acquisition  of  professional  services  firms.  Acquisitions  during 
1989  and  1988  include  the  following: 

• In  August  1989,  Keane  acquired  Meszaros  Associates,  Inc. 

(d.b.a.  ComPro)  for  approximately  $2.9  million  in  cash  and 
liabilities  of  $1.5  million.  ComPro  provides  professional 
services  through  offices  in  Tampa  and  Orlando  (FL),  Atlanta 
(GA),  and  Rochester  and  Buffalo  (NY). 

• In  July  1989,  Keane  acquired  the  Chicago  and  Washington, 

D.C.  operations  of  DBMS,  Inc.  for  cash  and  notes  of  $915,000. 

• In  March  1989,  Keane  acquired  Computer  Consultants,  Inc.,  a 
professional  services  firm  headquartered  in  Brooklyn  Heights 
(OH),  for  $915,000  in  cash  and  notes. 

• In  November  1988,  Keane  acquired  Illation,  Inc.,  a small 
professional  services  firm  with  expertise  in  artificial  intelligence 
based  in  Bloomfield  (CT).  The  operations  of  Illation  have  been 
combined  with  Keane's  Meriden  (CT)  branch  office. 

• In  July  1988,  Keane  acquired  Dataframe,  a small  professional 
services  firm  based  in  New  Providence  (NJ).  The  operations  of 
Dataframe  will  be  combined  with  Keane's  New  York  Metro 
branch. 

• Effective  January  1988,  Keane  acquired  Trigon  Group.  Trigon 
is  a professional  services  firm  with  offices  in  Philadelphia  (PA) 
and  Clinton  (NJ). 

Research  and  development  expenditures  were  approximately 
$683,000  in  1989  and  $854,000  in  1988  and  were  related  to 
KeaMed  software  products  for  the  Wang  VS.  Development  costs 
in  previous  years,  $1.2  million  in  1987  and  $1.7  million  in  1986, 
were  in  support  of  software  for  the  Wang  VS  and  IBM  System/36 
and  System/38. 

Revenue  for  the  three  months  ending  March  31, 1990  reached 
$22.7  million,  a 43%  increase  over  $15.9  million  for  the  same 
period  in  1989.  Net  income  for  the  period  was  over  $1.1  million,  a 
36%  increase  over  $827,000  for  the  same  period  a year  ago. 
Increases  in  revenue  were  attributed  to  the  expanding  market  for 
custom  software  development  services  and  acquisitions  made 
during  1989. 
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As  of  December  31,  1989,  Keane  had  1,308  full  -time  employees, 
segmented  as  follows: 


ISD 

1,155 

KeaMed 

78 

Corporate 

75 

1,308 

Major  competitors  include  the  following: 

• Project  management  services:  Andersen  Consulting,  Computer 
Sciences  Corporation,  and  Electronic  Data  Systems. 

• Supplemental  staffing:  AGS  Computers,  Analysts 
International,  CAP  GEMINI  SOGETT,  Computer  Task  Group, 
as  well  as  small  local  firms. 

• Health  care  industry:  Shared  Medical  Systems,  HBO  & 
Company,  and  American  Express. 


Key  Products  and 
Services 

KEANE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional  services 

$70.1 

91% 

$52.2 

87% 

$35.1 

79% 

Facilities  management 

2.8 

4% 

4.7 

8% 

6.0 

13% 

Software  products 

2.7 

3% 

2.0 

3% 

2.2 

5% 

Hardware  and  other 

1.6 

2% 

1.1 

2% 

1.3 

3% 

TOTAL 

$77.2 

100% 

$60.0 

100% 

$44.6 

100% 

The  Information  Services  Division  (ISD)  provides  custom 
application  development  services  primarily  in  the  manufacturing, 
insurance,  and  financial  services  industries. 

• More  than  95%  of  ISD's  revenue  is  derived  from  assignments 
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from  previous  Keane  clients.  During  1989,  78%  of  the  services 
provided  by  ISD  were  performed  on  the  clients'  premises,  with 
the  remaining  22%  provided  at  Keane's  facilities. 

• Approximately  47%  of  ISD's  1989  revenue  was  derived  from 
projects  in  which  Keane  assumed  project  management 
responsibility  for  the  development  of  a software  system  or  a 
specific  component  of  a software  system  (project  management 
services).  The  remaining  53%  of  ISD's  1989  revenues  were 
generated  from  clients  who  retained  Keane's  services  to 
supplement  client  staffs  in  client-managed  projects 
(supplemental  staffing  services). 

• Most  of  ISD  clients  are  billed  on  a time-and-materials  basis. 

Less  than  5%  of  ISD  revenue  is  derived  from  fixed-price 
contracts. 

• ISD  assists  clients  in  the  design,  development,  implementation, 
and  modification  of  business  applications  software  systems,  data 
base  management  systems,  and  teleprocessing  network  systems. 

- Keane  has  experience  in  developing  systems  for  most  major 
large  mainframe  manufacturers,  in  addition  to  minicomputer 
vendors  such  as  Wang,  HP,  Data  General,  DEC,  Prime,  and 
IBM. 

- Keane  has  experience  in  implementing  a variety  of  data  base 
systems,  including  IMS,  TOTAL,  System  2000,  IDS,  IDMS, 
and  DB2. 

- Teleprocessing  systems  experience  includes  CICS,  IMS-TP, 
ENVIRON- 1,  and  TASK  MASTER. 

• Typical  products  in  the  manufacturing  area  involve  factory 
operations,  materials  management,  quality  assurance, 
warehousing,  dispatching,  and  distribution.  Keane  has  also 
supported  manufacturing  companies  with  other  applications 
such  as  accounting,  marketing,  and  human  resources  systems. 

• In  the  insurance  area,  Keane  has  experience  with  applications 
such  as  claims  processing,  agency  management  and 
commissions,  coordination  of  benefits  and  subrogation,  pension, 
premium  and  loss  reporting,  accounting,  compensation,  and 
benefits  systems. 

• Representative  applications  Keane  has  developed  and/ or 
enhanced  in  the  banking  and  financial  services  area  include 
marketing,  mutual  fund  analysis,  fund  tracking,  stock  transfer, 
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deposit,  consumer  information,  commercial  and  consumer 
loans,  cash  distribution,  accounting,  and  human  resources 
systems. 

Examples  of  projects  that  Keane  has  been  involved  in  include 
the  following: 

- Keane  recently  completed  the  design  of  a DB2  data  base  for 
a major  regulated  utility  in  the  Northeast.  The  project  is  a 
work  order  processing  system  to  coordinate  the  delivery  and 
installation  of  the  utility's  distribution  systems. 

- Keane  managed  a two-year  project  involving  the 
development  of  a new  standard  costing  system  that  would 
assist  in  pricing  and  decision  making  for  a large  specialty 
stainless  steel  manufacturer.  Keane  provided  formal 
requirements  definition,  external  design,  internal  design, 
coding,  and  testing  for  the  system  for  an  IBM  4381,  using 
COBOL,  WESTI,  TOTAL,  and  DOS/VM. 

- Keane  developed  and  implemented  a system  to  track  and 
identify  the  warranty  status  of  OEM  components  purchased 
by  a major  hardware  company. 

- Keane  updated  and  modernized  a distribution  control  system 
for  an  international  computer  company  to  assist  with 
national  shipping  and  equipment  logistics. 

- Keane  rewrote  and  upgraded  an  Inventory  Tracking  System 
(adding  Cost  & Audit  Trail  capabilities)  for  a major 
manufacturer  of  jet  engine  replacement  parts.  Keane 
performed  the  systems  analysis  and  design,  data  analysis  and 
design  of  the  data  base,  implementation  of  data  base  archival 
subsystems,  wrote  detailed  program  specifications, 
restructured  the  data  base,  coded  the  system,  completed  a 
systems  test,  parallel  test,  system  documentation,  and  user 
documentation. 

- For  a major  Midwest  steel  producer,  Keane  has 
implemented  a new  Employee  Work  Schedule  System  in 
AD  ABAS/NATURAL  on  a DEC  VAX  and  designed, 
programmed,  and  implemented  a Rail  Car  Tracking  System. 

- Keane  managed  the  conversion  of  a pharmacy  system  for 
chain  drug  stores  from  a DPS-6  minicomputer  to  an  IBM 
4300  under  OS/MVS  and  using  CICS  and  VSAM  for  a 
Fortune  100  computer  hardware,  software,  and  process 
control  equipment  manufacturer. 
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- Keane  is  assisting  in  the  conversion  of  payroll  and  general 
ledger  systems  from  DOS  to  OS/MVS  for  a major  beauty 
products  company. 

- Keane  has  performed  a variety  of  services  for  a major 
Midwest  bank,  including  managing  the  conversion  of  the 
bank's  current  Burroughs  software  with  their  new  Hogan 
system. 

- Keane  assisted  with  the  design,  programming,  and 
implementation  of  a $40  million  consolidated  claims 
processing  system  for  a national  insurance  company. 

- Keane  assisted  a leading  insurance  company  with  the  design, 
development,  and  implementation  of  an  agent/agency  rating 
and  profit  sharing  system. 

- Keane  provided  implementation  and  training  for  a new 
Fiduciary  Accounting  System  for  a large  insurance  brokerage 
and  services  firm. 

- Keane  analyzed,  coded,  tested,  and  installed  a voice 
response  application  for  a telephone  banking  system  for  a 
financial  services  company. 

- Keane  recently  completed  the  development  and 
programming  of  a system  that  computerizes  equipment 
leases  and  tracks  revenue  forecasts  and  receivables  for  a 
Fortune  500  leasing  corporation  based  in  Boston. 

- Keane  has  worked  with  a major  financial  institution  and  two 
universities  to  develop  system  development  life  cycles 
appropriate  to  their  environments. 

• ISD  provides  methodologies,  software,  seminars,  and 

workshops  for  project  management  as  follows: 

- Productivity  Management  (PM)  is  a proprietary 
methodology  for  managing  software  development  projects. 
Keane's  technical  staff  consistently  practice  PM  on  all 
project  assignments. 

- The  Project  Manager  Development  Program  (PMDP™), 
introduced  in  1985,  is  designed  to  develop  the  skills  required 
for  technical  managers  to  become  superior  project  managers. 
PMDP  training  is  required  for  all  Keane  senior  project 
managers. 
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- To  date,  more  than  13,000  individuals  representing 
approximately  500  corporations  have  attended  PM  and 
PMDP  seminars.  During  1989,  over  2,300  client  personnel 
attended  Keane  project  management  seminars. 

• Keane  provides  technical  training  to  its  staff  and  clients  on 
software  development  methodologies  and  data  base 
development  skills,  including  courses  on  analysis  and  design, 
DB2,  IMS-DB/DC,  CICS,  and  IDMS-ADS/O.  During  1989, 
Keane  conducted  3,248  employee  days  of  technical  training. 

• Keane's  Accelerated  Technical  Development  Program  (ATDP), 
designed  for  entry-level  employees,  is  an  intensive  program  for  ' 
computer  science  graduates  for  developing  advanced  technical 
and  consulting  skills. 

Through  the  KeaMed  Hospital  Systems  Division,  Keane  markets 
application  software  products  and  facilities  management  services 
to  hospitals.  The  division  is  a value-added  remarketer  for  Wang. 

• Worry-Free  Software™,  targeted  to  small  to  medium-sized 
hospitals  (50  to  600  beds),  is  a modular  and  integrated  hospital 
information  system  that  includes  financial,  patient  care,  and 
clinical  systems. 

- Financial  Systems 

• Inpatient  billing 

• Outpatient  billing 

• Payroll/personnel 

• Materials  management 

• Accounts  payable 

• General  ledger  and  budgeting 

- Patient  Care  Systems 

ADT  (Admission,  Discharge,  and  Transfer) 

• Outpatient  registration 

• Medical  records  abstracting/DRG 

• Chart  deficiency 

• Central  index 

• Order  entry 

• Results  reporting 
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- Clinical  Systems 

• Radiology 

• Pharmacy 

• Laboratory 

• Keane  is  currently  marketing  Worry-Free  Software  for  Wang 
VS  minicomputers  under  Wang's  Independent  Sales 
Organization  Agreement.  Modules  range  in  price  from  $10,000 
to  $150,000. 

• In  February  1989,  Keane  announced  Pinnacle/5000,  a family  of 
hospital  applications  designed  for  the  Wang  VS  5000  and 
targeted  to  hospitals  with  50  to  150  beds.  Modules  available 
include  a full  set  of  integrated  financial  applications,  order 
communications/results  reporting,  inpatient  and  outpatient 
registration,  operating  room  scheduling,  medical  records  system 
with  abstracting,  materials  management,  pharmacy,  and 
laboratory. 

• KeaMed  plans  to  offer  a UNIX  version  of  its  software  products 
in  the  fourth  quarter  of  1990. 

• Keane  provides  customization  and  implementation  for  each 
system,  including  user  training  and  documentation.  A Software 
Protection  Plan,  available  to  users,  incorporates  changes  by  the 
hardware  vendor,  third-party  insurers,  and  the  government  into 
the  system  and  furnishes  new  releases  and  documentation.  The 
annual  fee  for  the  plan  is  12%  of  the  system  purchase  price. 

Through  KeaMed  Hospital  Systems,  the  company  also  provides 
Extended  Operations  Support  (EOS)  facilities  management 
services  to  hospitals.  EOS  includes  the  design,  development, 
implementation,  and  management  of  client  computer  systems. 

• Keane  offers  on-line  and  batch  systems  designed  for  interaction 
with  each  other,  although  each  system  can  be  purchased 
separately.  Both  the  batch  and  on-line  systems  accommodate 
special  client  requirements  such  as  microfiche,  labels,  or  tape- 
to-tape  output  production  and  backup. 

• Applications  available  to  facilities  management  clients  include: 

Order  Communications/Results  Reporting 

- Patient  Admissions  and  Registration 

- Patient  Billing  and  Receivables 

- General  Ledger  and  Budgeting 

- Accounts  Payable 
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Medical  Records 
Payroll/Personnel 

- Radiology  Management  System 

- Pharmacy  Management  System 

• Facilities  management  contracts  are  usually  for  three  to  five 
years  and  are  billed  based  on  a monthly  schedule.  KeaMed 
currently  provides  facilities  management  services  to  15 
hospitals. 


Keane's  1989  revenue  was  derived  approximately  as  follows: 


Professional  services: 

Manufacturing  * 

56% 

Insurance 

11% 

Financial  services 

7% 

Other 

16% 

90% 

KeaMed  - hospitals 

10% 

100% 

During  1989,  Keane  provided  professional  services  to  six 
separate  IBM  locations  involving  six  separate  projects.  Services 
provided  to  IBM  contributed  approximately  23%,  17%,  and  7% 
to  Keane's  total  revenue  for  1989,  1988,  and  1987,  respectively. 


One  hundred  percent  of  Keane's  1989  revenue  was  derived  from 
the  U.S. 

Keane  s target  market  for  its  professional  services  is  corporations 
located  in  the  Northeast,  Mid-Atlantic,  and  Midwest. 

The  company  is  marketing  its  Worry-Free  Software  primarily  in 
New  York,  New  Jersey,  and  Pennsylvania. 

ISD  has  offices  in  Atlanta  (GA);  Baltimore  (MD);  Bedford  (NH); 
Boston  and  Lexington  (MA);  Chicago  (IL);  Cleveland  (OH); 
Buffalo  and  Rochester  (NY);  Hartford  and  Stamford  (CT); 
Minneapolis  and  Rochester  (MN);  New  Providence  (NJ);  Orlando 
and  Tampa  (FL);  Philadelphia  (PA);  and  Portland  (ME). 

KeaMed  has  offices  in  Melville  (NY)  and  Lexington  (MA). 
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Hardware 
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Keane  has  an  IBM  AS/400  and  a Wang  VS  90  installed  at  its 
headquarters  in  Boston.  A Wang  VS  is  installed  in  Melville. 

Systems  installed  at  facilities  management  or  client  hospital  sites 
include  IBM  System/34s,  IBM  System/38s,  and  Wang  VS  systems. 
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COMPANY  PROFILE 


KEANE,  INC. 

Ten  City  Square 
Boston,  MA  02129 
(617)  241-9200 


John  F.  Keane,  President 
Public  Corporation,  OTC 
Total  Employees:  950 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $60,037,542 


The  Company  Keane,  Inc.,  founded  in  1965,  provides  professional  services  to 

Fortune  1000  manufacturers,  major  banks,  financial  services  firms, 
and  insurance  companies,  and  application  software  products  and 
facilities  management  services  to  hospitals. 

Revenue  for  1988  was  $60  million,  a 35%  increase  over  1987 
revenue  of  $44.6  million.  Net  income  rose  225%,  from  $883,302  in 
1987  to  nearly  $2.9  million  in  1988.  In  the  five-year  financial 
summary  that  follows  revenues  have  been  restated  to  reflect  the 
reclassification  of  customer  pass-through  expenses: 

KEANE,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$60,038 

$44,578 

$41,056 

$40,174 

18% 

$34,145 

62% 

from  previous  year 

35% 

9% 

2% 

Income  before  taxes 
• Percent  increase 

$4,832 

$1,642 

$8 

$1,152 

$906 

(decrease)  from 
previous  year 

194% 

★ 

(99%) 

27% 

★ 

Net  income 
• Percent  increase 

$2,866 

$883 

$283 

$766 

$619 

(decrease)  from 
previous  year 

225% 

212% 

(63%) 

24% 

167% 

Earnings  per  share 
• Percent  increase 

$2.25 

$0.64 

$0.21 

$0.55 

$0.47 

(decrease)  from 
previous  year 

252% 

205% 

(62%) 

17% 

161% 

Percent  change  exceeds  1,000% 
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Keane  is  currently  organized  into  two  divisions  as  follows: 


The  Information  Services  Division  (ISD)  provides  custom 
software  development,  consulting,  and  education  and  training 
professional  services  primarily  to  the  manufacturing,  insurance, 
financial  services,  and  banking  industries  and  government 
clients. 

• The  KeaMed  Hospital  Systems  Division  provides  application 
software  products  and  facilities  management  services  to  small 
and  medium  hospitals. 

Keane  management  attributes  the  company's  financial  results  to 

the  following: 

• Professional  services  (ISD)  revenue  for  1988  reached  $52.2 
million,  a 49%  increase  over  1987  revenue  of  $35.1  million. 
Approximately  30%  of  the  1988  revenue  increase  is  attributed 
to  acquisitions  made  during  1988  and  1987.  The  remaining 
70%  of  growth  is  due  to  increased  market  share,  particularly  in 
the  company's  Midwest  operations.  ISD  earnings  increase  by 
more  than  200%  during  the  year. 

• Part  of  Keane's  strategy  is  to  expand  its  network  of  ISD  branch 
offices  in  targeted  cities  through  the  acquisition  of  professional 
services  firms.  Acquisitions  made  by  Keane  include  the 
following: 

- In  March  1989,  Keane  acquired  Computer  Consultants,  Inc., 
a professional  services  firm  headquartered  in  Brooklyn 
Heights  (OH). 

- In  November  1988,  Keane  acquired  Illation,  Inc.,  a small 
professional  services  firm  with  expertise  in  artificial 
intelligence  based  in  Bloomfield  (CT).  The  operations  of 
Illation  have  been  combined  with  Keane's  Meriden  (CT) 
branch  office. 

- In  July  1988,  Keane  acquired  Dataframe,  a small 
professional  services  firm  based  in  New  Providence  (NJ). 

The  operations  of  Dataframe  will  be  combined  with  Keane's 
New  York  Metro  branch. 


- Effective  January  1988,  Keane  acquired  Trigon  Group. 
Trigon  is  a professional  services  firm  with  offices  in 
Philadelphia  (PA)  and  Clinton  (NJ). 
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- In  September  1987  Keane  acquired  Prosystems  for  cash  and 
stock.  Prosystems  is  a professional  services  firm  based  in 
Columbia  (MD).  The  acquisition  was  made  in  an  attempt  to 
strengthen  Keane's  Baltimore  branch  and  to  expand  the 
company's  business  in  the  Washington/Baltimore  corridor. 

- In  June  1986  the  company  acquired  Reden  Consultants  to 
bolster  its  Chicago  branch.  Reden,  a professional  services 
firm  with  offices  in  Chicago  (IL)  and  Minneapolis  (MN),  had 
80  employees  at  the  time  of  the  acquisition  and  1985  revenue 
of  approximately  $4.5  million. 

• KeaMed  Hospital  Division  revenue  was  $7.8  million  in  1988,  an 

18%  decrease  from  $9.5  million  for  1987. 

- Revenue  declines  were  attributed  to  Keane's  1987  decision 
to  eliminate  the  sales  and  marketing  of  the  division's  IBM 
System/38  and  System/36  hospital  application  software  and 
related  services.  KeaMed  is  now  concentrating  on  its  Wang 
VS-based  applications. 

- Despite  the  decline  in  sales,  KeaMed  increased  earnings  by 
more  than  50%  during  1988. 

Research  and  development  expenditures  were  approximately 
$854,000  in  1988  and  were  related  to  KeaMed  software  products 
for  the  Wang  VS.  Development  costs  in  previous  years,  $1.2 
million  in  1987  and  $1.7  million  in  1986,  were  in  support  of 
software  for  the  Wang  VS  and  IBM  System/36  and  System/38. 

Revenue  for  the  three  months  ending  March  31,  1989  reached 
$15.9  million,  a 14%  increase  over  $14.0  million  for  the  same 
period  in  1988.  Net  income  for  the  period  was  $827,000,  a 40% 
increase  over  $590,000  for  the  same  period  a year  ago. 

As  of  December  31,  1988,  Keane  had  950  employees,  segmented 
as  follows: 


Marketing/sales 

40 

Professional  staff 

750 

Other 

160 

950 

Major  competitors  include  the  following: 

• Professional  services:  Computer  Task  Group,  AGS  Computers, 
Analysts  International,  Computer  Horizons  Corporation,  CAP 
Gemini,  and  CGA  Computer,  Inc. 
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• Health  care  industry:  Shared  Medical  Systems,  HBO  & 
Company,  Baxter  Travenol,  and  Systems  Associates. 


Key  Products  and  Approximately  87%  of  Keane's  1988  revenue  was  derived  from 
Services  professional  services,  8%  from  facilities  management  services,  and 

3%  from  application  software  products.  The  remaining  2%  was 
derived  from  hardware  sales  and  other  sources.  A three-year 
summary  of  source  of  revenue  follows: 

KEANE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY  (a) 

($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional  services 

$52.2 

87% 

$35.1 

79% 

$30.9 

75% 

Facilities  management 

4.7 

8% 

6.0 

13% 

6.5 

16% 

Software  products 

2.0 

3% 

2.2 

5% 

2.7 

7% 

Hardware  and  other 

1.1 

2% 

1.3 

3% 

1.0 

2% 

TOTAL 

$60.0 

100% 

$44.6 

100% 

$41.1 

100% 

(a)  Revenue  for  1987  and  1986  has  been  restated  to  reflect  a reclassification  of  customer  pass- 
through expenses. 


The  Information  Services  Division  (ISD)  provides  professional 
services  primarily  in  the  manufacturing,  banking,  financial 
services,  insurance,  and  utilities  industries. 

• More  than  95%  of  ISD's  revenue  is  derived  from  assignments 
from  previous  Keane  clients. 

• ISD  provides  project  management,  technical  skills,  and  data 
base  expertise,  as  well  as  contract  programming  services,  to 
assist  clients  in  the  design,  development,  implementation,  and 
modification  of  business  applications  software  systems,  data 
base  management  systems,  and  teleprocessing  network  systems. 

- Keane  has  experience  in  developing  systems  for  most  major 
large  mainframe  manufacturers,  in  addition  to  mini  computer 
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vendors  such  as  Wang,  HP,  Data  General,  DEC,  Prime,  and 
IBM. 

- Keane  has  experience  in  implementing  a variety  of  data  base 
systems,  including  IMS,  TOTAL,  System  2000,  IDS,  IDMS, 
and  DB2. 

- Teleprocessing  systems  experience  includes  CICS,  IMS-TP , 
ENVIRON-1,  and  TASK  MASTER. 

• Typical  products  in  the  manufacturing  area  involve  factory 
operations,  materials  management,  quality  assurance, 
warehousing,  dispatching,  and  distribution.  Keane  has  also 
supported  manufacturing  companies  with  other  applications 
such  as  accounting,  marketing,  human  resources,  and  general 
reporting  systems. 

• In  the  insurance  area,  Keane  has  experience  with  applications 
such  as  claims  processing,  agency  management  and 
commissions,  coordination  of  benefits  and  subrogation,  pension, 
premium  and  loss  reporting,  accounting,  compensation,  and 
benefits  systems. 

• Representative  applications  Keane  has  developed  and/ or 
enhanced  in  the  banking  and  financial  services  area  include 
marketing,  mutual  fund  analysis,  fund  tracking,  shareholder, 
stock  transfer,  deposit,  consumer  information,  commercial  and 
consumer  loans,  ATMs,  direct  deposit,  charge  offs,  cash 
distribution,  accounting,  and  human  resource  systems. 

• Examples  of  projects  that  Keane  has  been  involved  in  include 
the  following: 

- Keane  recently  completed  the  design  of  a DB2  data  base  for 
a major  regulated  utility  in  the  Northeast.  The  project  is  a 
work  order  processing  system  to  coordinate  the  delivery  and 
installation  of  the  utility's  distribution  systems. 

- Keane  managed  a two-year  project  involving  the 
development  of  a new  standard  costing  system  that  would 
assist  in  pricing  and  decision  making  for  a large  specialty 
stainless  steel  manufacturer.  Keane  provided  formal 
requirements  definition,  external  design,  internal  design, 
coding,  and  testing  for  the  system  for  an  IBM  4381,  using 
COBOL,  WESTI,  TOTAL,  and  DOS/VM. 
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- Keane  developed  and  implemented  a system  to  track  and 
identify  the  warranty  status  of  OEM  components  purchased 
by  a major  hardware  company. 

- Keane  updated  and  modernized  a distribution  control  system 
for  an  international  computer  company  to  assist  with 
national  shipping  and  equipment  logistics. 

- Keane  rewrote  and  upgraded  an  Inventory  Tracking  System 
(adding  Cost  & Audit  Trail  capabilities)  for  a major 
manufacturer  of  jet  engine  replacement  parts.  Keane 
performed  the  systems  analysis  and  design,  data  analysis  and 
design  of  the  data  base,  implementation  of  data  base  archival 
subsystems,  wrote  detailed  program  specifications, 
restructured  the  data  base,  coded  the  system,  completed  a 
systems  test,  parallel  test,  system  documentation,  and  user 
documentation. 

- For  a major  Midwest  steel  producer,  Keane  has 
implemented  a new  Employee  Work  Schedule  System  in 
AD  ABAS/NATURAL  on  a DEC  VAX  and  designed, 
programmed,  and  implemented  a Rail  Car  Tracking  System. 

- Keane  managed  the  conversion  of  a pharmacy  system  for 
chain  drug  stores  from  a DPS-6  minicomputer  to  an  IBM 
4300  under  OS/MVS  and  using  CICS  and  VSAM  for  a 
Fortune  100  computer  hardware,  software,  and  process 
control  equipment  manufacturer. 

- Keane  is  supplying  senior  programmer/analysts  with 
experience  in  IMS  DB/DC  and/or  ADF  to  a client  with  a 
government-related  contract  to  develop  and  implement  a 
total  system  to  automate  the  Navy  for  two  Middle  Eastern 
allies.  The  applications  include  all  aspects  of  materials 
management,  finance,  and  weapons  control. 

- Keane  is  assisting  in  the  conversion  of  Payroll  and  General 
Ledger  Systems  from  DOS  to  OS/MVS  for  a major  beauty 
products  company. 

- Keane  has  performed  a variety  of  services  for  a major 
Midwest  bank,  including  managing  the  conversion  of  the 
bank's  current  Burroughs  software  with  their  new  Hogan 
system. 

- Keane  has  assumed  total  management  responsibility  for  the 
data  processing  operations  of  a large  manufacturing 
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company,  including  data  entry,  systems  programming,  and 
applications  programming  support. 

- Keane  assisted  with  the  design,  programming,  and 
implementation  of  a $40  million  consolidated  claims 
processing  system  for  a national  insurance  company. 

- Keane  assisted  a leading  insurance  company  with  the  design, 
development,  and  c of  an  agent/agency  rating  and  profit 
sharing  system. 

- Keane  provided  implementation  and  training  for  a new 
Fiduciary  Accounting  System  for  a large  insurance  brokerage 
and  services  firm. 

- Keane  analyzed,  coded,  tested,  and  installed  a voice 
response  application  for  a telephone  banking  system  for  a 
financial  services  company. 

- Keane  recently  completed  the  development  and 
programming  of  a system  that  computerizes  equipment 
leases  and  tracks  revenue  forecasts  and  receivables  for  a 
Fortune  500  leasing  corporation  based  in  Boston. 

- Keane  has  worked  with  a major  financial  institution  and  two 
universities  to  develop  system  development  life  cycles 
appropriate  to  their  environments. 

• ISD  provides  methodologies,  software,  seminars,  and 

workshops  for  project  management  and  applications 

development  as  follows: 

- Productivity  Management  (PM),  a proprietary  project 
management  methodology,  uses  seven  principles  to  help 
control  the  project  environment. 

- The  Project  Manager  Development  Program  (PMDP™), 
introduced  in  1985,  isolates  the  skills  used  by  superior 
project  managers  and  provides  a system  for  learning  these 
skills.  PMDP  assists  in  recognizing,  hiring,  developing,  and 
assigning  project  managers. 

- During  1988,  Keane  trained  over  3,100  client  personnel  in 
PMDP  and  PM. 

- ISD  has  developed  application  development  methodologies 
and  advanced  technical  training  that  it  uses  to  assist  Keane 
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branch  offices  in  internal  projects  and  to  support  clients’ 
development  efforts. 

Through  the  KeaMed  Hospital  Systems  Division,  Keane  markets 
application  software  products  and  facilities  management  services 
to  hospitals. 

• Worry-Free  Software™,  targeted  to  small-  to  medium-sized 
hospitals  (50  to  400  beds),  is  a modular  and  integrated  hospital 
information  system  that  includes  financial,  patient  care,  and 
clinical  systems. 

- Financial  Systems. 

• Inpatient  billing. 

• Outpatient  billing. 

• Payroll/personnel. 

• Materials  management. 

• Accounts  payable. 

• General  ledger  and  budgeting. 

- Patient  Care  Systems. 

• ADT  (Admission,  Discharge,  and  Transfer). 

• Outpatient  registration. 

• Medical  records  abstracting/DRG. 

• Chart  deficiency. 

• Central  index. 

• Order  entry. 

• Results  reporting. 

- Clinical  Systems. 

• Radiology. 

• Pharmacy. 

• Laboratory. 

• Keane  is  currently  marketing  Worry-Free  Software  for  Wang 
VS  minicomputers  under  Wang's  Independent  Sales 
Organization  Agreement.  Modules  range  in  price  from  $10,000 
to  $150,000. 

• In  February  1989,  Keane  announced  Pinnacle/5000,  a family  of 
hospital  applications  designed  for  the  Wang  VS  5000  and 
targeted  to  hospitals  with  50  to  150  beds.  Modules  available 
include  a full  set  of  integrated  financial  applications,  order 
communications/results  reporting,  inpatient  and  outpatient 
registration,  operating  room  scheduling,  medical  records  system 
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with  abstracting,  materials  management,  pharmacy,  and 
laboratory. 

• As  previously  discussed,  Keane  no  longer  actively  marketing 
software  products  for  IBM  System  36  or  System  38  computers. 

• Keane  provides  customization  and  implementation  for  each 
system,  including  user  training  and  documentation.  A Software 
Protection  Plan,  available  to  users,  incorporates  changes  by  the 
hardware  vendor,  third-party  insurers,  and  the  government  into 
the  system  and  furnishes  new  releases  and  documentation.  The 
annual  fee  for  the  plan  is  12%  of  the  system  purchase  price. 

Through  KeaMed  Hospital  Systems,  the  company  also  provides 
Extended  Operations  Support  (EOS)  facilities  management 
services  to  hospitals.  EOS  includes  the  design,  development, 
implementation,  and  management  of  client  computer  systems. 

• Keane  offers  a line  of  both  on-line  and  batch  systems  designed 
for  interaction  with  each  other,  although  each  system  can  be 
purchased  separately.  Both  the  batch  and  on-line  systems 
accommodate  special  client  requirements  such  as  microfiche, 
labels,  or  tape-to-tape  output  production  and  backup. 

• Applications  available  to  facilities  management  clients  include: 

- Order  Communications/Results  Reporting. 

- Patient  Admissions  and  Registration. 

- Patient  Billing  and  Receivables. 

- General  Ledger  and  Budgeting. 

- Accounts  Payable. 

- Medical  Records. 

- Payroll/Personnel. 

- Radiology  Management  System. 

- Pharmacy  Management  System. 

• Facilities  management  contracts  are  usually  for  three  to  five 
years  and  are  billed  based  on  a monthly  schedule.  KeaMed 
currently  provides  facilities  management  services  to  16 
hospitals. 


Approximately  87%  of  Keane's  1988  revenue  was  derived  from  the 
manufacturing,  banking,  financial  services,  insurance,  and  utilities 
industries  and  government.  The  remaining  13%  was  derived  from 
the  health  care  industry  (acute  care  hospitals). 
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One  hundred  percent  of  Keane's  1988  revenue  was  derived  from 
the  U.S. 

Keane's  target  market  for  its  professional  services  is  corporations 
located  in  the  Northeast,  Mid-Atlantic,  and  Midwest. 

The  company  is  marketing  its  Worry-Free  Software  across  the  U.S. 

ISD  has  offices  in  Boston  and  Lexington  (MA),  Bedford  (NH), 
Brooklyn  Heights  (OH),  Columbia  (MD),  New  Providence  (NJ), 
Meriden  and  Stamford  (CT),  Minnetonka  and  Rochester  (MN), 
Portland  (ME),  Wayne  (PA),  and  Westchester  (IL). 

KeaMed  has  offices  in  Melville  (NY)  and  Lexington  (MA). 


Keane  has  an  IBM  System  38,  a System  36,  and  a Wang  VS  90 
installed  at  its  headquarters  in  Boston.  A Wang  VS  is  installed  in 
Melville. 

Systems  installed  at  facilities  management  or  client  hospital  sites 
include  IBM  System  34s,  IBM  System  38s,  and  Wang  VS  systems. 
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KEANE,  INC. 

Ten  City  Square 
Boston,  MA02129 
(617)  241-9200 


John  F.  Keane,  President 
Public  Corporation,  OTC 
Total  Employees:  808 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $43,505,000 


The  Company  Keane,  Inc.,  founded  in  1965,  provides  professional  services  to 

Fortune  1000  manufacturers,  major  banks,  financial  services  firms, 
and  insurance  companies,  and  application  software  products  and 
facilities  management  services  to  hospitals. 

Revenue  for  1987  was  $43.5  million,  an  8%  increase  over  1986 
revenue  of  $40.4  million.  Net  income  rose  211%,  from  $282,956  in 
1986,  to  $883,302  in  1987.  A five-year  financial  summary  follows: 

KEANE,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
(S  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

1984 

1983 

Revenue 

• Percent  increase 

$43,505 

$40,396 

$39,701 

$33,861 

62% 

$20,875 

19% 

from  previous  year 

8% 

2% 

17% 

Income  before  taxes 
• Percent  increase 

$1,642 

$8 

$1,152 

$906 

$50 

(decrease)  from 
previous  year 

★ 

(99%) 

27% 

★ 

(87%) 

Net  income 
• Percent  increase 

$883 

$283 

$766 

$619 

$232 

(decrease)  from 
previous  year 

212% 

(63%) 

24% 

167% 

(24%) 

Earnings  per  share 
• Percent  increase 

$0.64 

$0.21 

$0.55 

$0.47 

$0.18 

(decrease)  from 
previous  year 

205% 

(62%) 

17% 

161% 

(25%) 

Percent  change  exceeds  1,000% 
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Keane  is  currently  organized  into  two  divisions  as  follows: 

• The  Information  Services  Division  (ISD)  provides  custom 
software  development,  consulting,  and  education  and  training 
professional  services  primarily  to  the  manufacturing,  insurance, 
financial  services,  and  banking  industries  and  government 
clients. 

The  KeaMed  Hospital  Systems  Division  provides  application 
software  products  and  facilities  management  services  to  small 
and  medium  hospitals. 


Keane  management  attributes  the  company's  financial  results  to 
the  following: 

• Professional  services  revenue  for  1987  reached  $33.9  million  a 
12%  increase  over  1986  revenue  of  $30.2  million.  Two-thirds  of 
the  1987  revenue  increase  is  attributed  to  the  acquisitions  of 
Reden  Consulting  Company  and  Prosystems,  Inc.  The 
remaining  one-third  is  the  result  of  a moderate  increase  in  sales 
in  existing  locations.  ISD  increased  profitability  by  39%  over 
1986. 

* During  1986  Keane  management  concentrated  efforts  on 
building  critical  mass  in  its  smaller  and  poorer  performing 
ISD  branches. 

In  June  1986  the  company  acquired  Reden  Consultants  to 
bolster  its  Chicago  branch.  Reden,  a professional  services 
firm  with  offices  in  Chicago  (IL)  and  Minneapolis  (MN),  had 
80  employees  at  the  time  of  the  acquisition  and  1985  revenue 
of  approximately  $4.5  million. 

- In  September  1987  Keane  acquired  Prosystems  for  cash  and 
stock.  Prosystems  is  a professional  services  firm  based  in 
Columbia  (MD).  The  acquisition  was  made  in  an  attempt  to 
strengthen  Keane's  Baltimore  branch  and  to  expand  the 
company’s  business  in  the  Washington/Baltimore  corridor. 

- Effective  January  1988,  Keane  acquired  Trigon  Group. 

Trigon  is  a professional  services  firm  with  offices  in 
Philadelphia  (PA)  and  Clinton  (NJ). 

- In  July  1988,  Keane  acquired  Dataframe,  a small 
professional  services  firm  based  in  New  Providence  (NJ). 

The  operations  of  Dataframe  will  be  combined  with  Keane's 
New  York  Metro  branch. 
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• KeaMed  Hospital  Division  revenue  was  $9.5  million,  a 5% 
decrease  from  $10.2  million  for  1986. 

- KeaMed's  business  continued  to  be  adversely  impacted  by 
economic  pressures  facing  hospitals. 

- While  Wang-based  software  product  business  was  profitable, 
IBM  System  36  and  System  38  business  continued  to 
experience  losses.  As  a result,  Keane  management  has 
phased  out  the  System  36  and  System  38  product  lines  and  is 
now  concentrating  on  the  Wang  VS-based  applications. 

Research  and  development  expenditures  were  approximately  $1.2 
million  in  1987,  $1.7  million  in  1986,  and  $1.8  million  in  1985. 

Revenue  for  the  six  months  ending  June  30,  1988  reached  $28.3 
million,  a 40%  increase  over  $10.1  million  for  the  same  period  in 
1987.  Net  income  for  the  period  was  $1.3  million,  a 176%  increase 
over  $483,000  for  the  same  period  a year  ago. 

• Keane  management  attributes  the  increases  in  revenue  and  net 
income  to  the  continued  focus  on  those  areas  of  the  company's 
business  that  offer  the  highest  rate  of  return,  plus  the 
attainment  of  "critical  mass"  by  all  of  Keane's  branch  offices. 

As  of  December  31,  1987,  Keane  had  808  employees.  The 
company  currently  has  approximately  876  employees,  segmented 
as  follows: 


Marketing/sales 
Computer  applications/ 

34 

technical  specialists 
General /administrative/ 

696 

support 

105 

Management 

41 

876 

Major  competitors  include  the  following: 

• Professional  services:  Computer  Task  Group,  AGS  Computers, 
Computer  Horizons  Corporation,  CAP  Gemini,  and  CGA 
Computer,  Inc. 

• Health  care  industry:  Shared  Medical  Systems,  HBO  & 
Company,  McDonnell  Douglas  Information  Systems  Company, 
Baxter  Travenol,  and  Systems  Associates. 
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sf)£r£dUCtS  and  APProximately  78%  of  Keane's  1987  revenue  was  derived  from 
services  professional  services,  14%  from  facilities  management  services, 

and  5%  from  application  software  products.  The  remaining  3% 
was  derived  from  hardware  sales  and  other  sources.  A three-year 
summary  of  source  of  revenue  follows: 

KEANE,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1987 

1986 

1985 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional  services 

$33.9 

78% 

$30.2 

75% 

$25.7 

65% 

Facilities  management 

6.1 

14% 

6.5 

16% 

6.9 

17% 

Software  products 

2.2 

5% 

2.7 

7% 

3.8 

10% 

Hardware  and  other 

1.3 

3% 

1.0 

2% 

3.3 

8% 

TOTAL 

$43.5 

100% 

- 

$40.4 

100% 

$39.7 

100% 

The  Information  Services  Division  (ISD)  provides  professional 
services  primarily  in  the  manufacturing,  banking,  financial 
services,  utilities,  and  insurance  industries. 

More  than  90%  of  ISD's  revenue  is  derived  from  assignments 
from  previous  Keane  clients. 

• ISD  provides  project  management,  technical  skills,  and  data 
base  expertise,  as  well  as  contract  programming  services,  to 
assist  clients  in  the  design,  development,  implementation,  and 
modification  of  business  applications  software  systems,  data 
base  management  systems,  and  teleprocessing  network  systems. 

- Keane  has  experience  in  developing  systems  for  most  major 
large  mainframe  manufacturers,  in  addition  to  minicomputer 
vendors  such  as  Wang,  HP,  Data  General,  DEC,  Prime,  and 
IBM. 

- Keane  has  experience  in  implementing  a variety  of  data  base 
systems,  including  IMS,  TOTAL,  System  2000,  IDS,  IDMS 
and  DB2. 
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- Teleprocessing  systems  experience  includes  CICS,  IMS-TP, 
ENVIRON-1,  and  TASK  MASTER. 

• Examples  of  projects  that  Keane  has  been  involved  in  include 

the  following: 

- Keane  recently  completed  the  design  of  a DB2  data  base  for 
a major  regulated  utility  in  the  Northeast.  The  project  is  a 
work  order  processing  system  to  coordinate  the  delivery  and 
installation  of  the  utility's  distribution  systems. 

- Keane  managed  a two-year  project  involving  the 
development  of  a new  standard  costing  system  that  would 
assist  in  pricing  and  decision  making  for  a large  specialty 
stainless  steel  manufacturer.  Keane  provided  formal 
requirements  definition,  external  design,  internal  design, 
coding,  and  testing  for  the  system  for  an  IBM  4381,  using 
COBOL,  WESTI,  TOTAL,  and  DOS/VM. 

- Keane  rewrote  and  upgraded  an  Inventory  Tracking  System 
(adding  Cost  & Audit  Trail  capabilities)  for  a major 
manufacturer  of  jet  engine  replacement  parts.  Keane 
performed  the  systems  analysis  and  design,  data  analysis  and 
design  of  the  data  base,  implementation  of  data  base  archival 
subsystems,  wrote  detailed  program  specifications, 
restructured  the  data  base,  coded  the  system,  completed  a 
systems  test,  parallel  test,  system  documentation,  and  user 
documentation. 

- Keane  has  performed  a variety  of  services  for  a major 
Midwest  bank,  including  managing  the  conversion  of  the 
bank's  current  Burroughs  software  with  their  new  Hogan 
system. 

- For  a major  Midwest  steel  producer,  Keane  has 
implemented  a new  Employee  Work  Schedule  System  in 
AD  ABAS /NATURAL  on  a DEC  VAX  and  designed, 
programmed,  and  implemented  a Rail  Car  Tracking  System. 

- Keane  managed  the  conversion  of  a pharmacy  system  for 
chain  drug  stores  from  a DPS-6  minicomputer  to  an  IBM 
4300  under  OS/MVS  and  using  CICS  and  VSAM  for  a 
Fortune  100  computer  hardware,  software,  and  process 
control  equipment  manufacturer. 

- Keane  is  supplying  senior  programmer/analysts  with 
experience  in  IMS  DB/DC  and/or  ADF  to  a client  with  a 
government-related  contract  to  develop  and  implement  a 
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total  system  to  automate  the  Navy  for  two  Middle  Eastern 
allies.  The  applications  include  all  aspects  of  materials 
management,  finance,  and  weapons  control. 

- Keane  is  assisting  in  the  conversion  of  Payroll  and  General 
Ledger  Systems  from  DOS  to  OS/MVS  for  a major  beauty 
products  company. 

- Keane  provided  implementation  and  training  for  a new 
Fiduciary  Accounting  System  for  a large  insurance  brokerage 
and  services  firm. 

- Keane  has  assumed  total  management  responsibility  for  the 
data  processing  operations  of  a large  manufacturing 
company,  including  data  entry,  systems  programming,  and 
applications  programming  support. 

- Keane  designed,  developed,  and  implemented  a warranty 
information  tracking  system  for  a large  manufacturer. 

- Keane  recently  completed  the  development  and 
programming  of  a system  that  computerizes  equipment 
leases  and  tracks  revenue  forecasts  and  receivables  for  a 
Fortune  500  leasing  corporation  based  in  Boston. 

- Keane  has  worked  with  a major  financial  institution  and  two 
universities  to  develop  system  development  life  cycles 
appropriate  to  their  environments. 

• ISD  provides  methodologies,  software,  seminars,  and 

workshops  for  project  management  and  applications 

development  as  follows: 

- Productivity  Management,  a project  management 
methodology  developed  initially  for  internal  use,  is  now  also 
offered  to  clients  on  a seminar  basis. 

• The  methodology  encompasses  common  sense  principals 
to  help  manage  and  control  the  environment  of  the 
project  development  process,  including  developing  rules 
for  precise  cost  estimating,  progress  measurement, 
provisions  for  changes  in  the  scope  of  a project  or 
operation,  and  end  user  involvement. 

• During  1987,  Keane  trained  more  than  1,400  client 
personnel  in  Productivity  Management  methodology. 
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- The  Project  Manager  Development  Program  (PMDP™), 
introduced  in  1985,  isolates  the  skills  used  by  superior 
project  managers  and  provides  a system  for  learning  these 
skills.  PMDP  assists  in  recognizing,  hiring,  developing,  and 
assigning  project  managers. 

• During  1987,  Keane  trained  over  700  client  personnel  in 
PMDP. 

ISD  had  developed  application  development 
methodologies  and  advanced  technical  training  that  it 
uses  to  assist  Keane  branch  offices  in  internal  projects 
and  to  support  clients'  development  efforts. 

Through  the  KeaMed  Hospital  Systems  Division,  Keane  markets 
Worry-Free  Software™  software  products  to  small-  to  medium- 
sized hospitals  (50  to  400  beds). 

• Worry-Free  Software  is  a modular  and  integrated  hospital 
information  system  that  includes  financial,  patient  care,  and 
clinical  systems. 

- Financial  Systems. 

• Inpatient  billing. 

• Outpatient  billing. 

• Payroll/personnel. 

• Materials  management. 

• Accounts  payable. 

• General  ledger  and  budgeting. 

- Patient  Care  Systems. 

• ADT  (Admission,  Discharge,  and  Transfer). 

• Outpatient  registration. 

• Medical  records  abstracting/DRG. 

• Chart  deficiency. 

• Central  index. 

• Order  entry. 

• Results  reporting. 

- Clinical  Systems. 

• Radiology. 

• Pharmacy. 

• Laboratory. 
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• Keane  is  currently  marketing  the  software  for  Wang  VS 
minicomputers  under  Wangs  Idependent  Sales  Organization 
Agreement.  Modules  range  in  price  from  $10,000  to  $150,000. 

As  previously  discussed,  Keane  no  longer  actively  marketing 
software  products  for  IBM  System  36  or  System  38  computers. 

• Keane  provides  customization  and  implementation  for  each 
system,  including  user  training  and  documentation.  A Software 
Protection  Plan,  available  to  users,  incorporates  changes  by  the 
hardware  vendor,  third-party  insurers,  and  the  government  into 
the  system  and  furnishes  new  releases  and  documentation.  The 
annual  fee  for  the  plan  is  12%  of  the  system  purchase  price. 

Through  KeaMed  Hospital  Systems,  the  company  also  provides 
Extended  Operations  Support  (EOS)  facilities  management 
services  to  hospitals.  EOS  includes  the  design,  development, 
implementation,  and  management  of  client  computer  systems. 

Keane  offers  a line  of  both  on-line  and  batch  systems  designed 
for  interaction  with  each  other,  although  each  system  can  be 
purchased  separately.  Both  the  batch  and  on-line  systems 
accommodate  special  client  requirements  such  as  microfiche, 
labels,  or  tape-to-tape  output  production  and  backup. 

Applications  available  to  facilities  management  clients  include: 

- Order  Communications/Results  Reporting. 

- Patient  Admissions  and  Registration. 

Patient  Billing  and  Receivables. 

- General  Ledger  and  Budgeting. 

- Accounts  Payable. 

Medical  Records. 

- Payroll/Personnel. 

- Radiology  Management  System. 

- Pharmacy  Management  System. 

• Facilities  management  contracts  are  usually  for  three  to  five 
years  and  are  billed  based  on  a monthly  schedule.  KeaMed 
currently  provides  facilities  management  services  to  16 
hospitals. 


Industry  Markets  Approximately  22%  of  Keane's  1987  revenue  was  derived  from  the 

health  care  industry  (acute  care  hospitals).  The  remaining 
revenue  was  derived  from  companies  in  the  manufacturing, 

banking,  financial  services,  insurance,  and  utilities  industries  and 
government. 


Page  8 of  9 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


August  1 988 


KEANE,  INC. 


INPUT 


Geographic 

Markets 


Computer 

Hardware 


One  hundred  percent  of  Keane's  1987  revenue  was  derived  from 
the  U.S. 

Keane's  target  market  for  its  professional  services  is  corporations 
located  in  the  Northeast,  Mid-Atlantic,  and  Midwest. 

The  company  is  marketing  its  Worry-Free  Software  across  the  U.S. 

ISD  has  offices  in  Boston  and  Lexington  (MA),  Bedford  (NH), 
Columbia  (MD),  Freehold  and  New  Providence  (NJ),  Meriden 
and  Stamford  (CT),  Minneapolis  and  Rochester  (MN),  Portland 
(ME),  Wayne  (PA),  and  Westchester  (IL). 

KeaMed  has  offices  in  Melville  (NY)  and  Lexington  (MA). 


Keane  has  an  IBM  System  38,  a System  36,  and  a Wang  VS  90 
installed  at  its  headquarters  in  Boston.  A Wang  VS  is  installed  in 
Melville. 

Systems  installed  at  facilities  management  or  client  hospital  sites 
include  IBM  System  34s,  IBM  System  38s,  and  Wang  VS  systems. 
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COMPANY  PROFILE 


KEANE,  INC. 

Ten  City  Square 
Boston,  MA  02129 
(617)  241-9200 


John  F.  Keane,  President 
Public  Corporation,  OTC 
Total  Employees:  747 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $40,395,937 


THE  COMPANY 

• Keane,  Inc.,  founded  in  1965,  provides  professional  services  to  Fortune  1000 
manufacturers,  major  banks,  financial  services  firms,  and  insurance 
companies,  and  application  software  products  and  facilities  management 
services  to  hospitals. 

• Revenue  for  1986  was  $40.4  million,  a 2%  increase  over  1985  revenue  of  $39.7 
million.  Net  income  was  $283,000,  a 63%  decrease  from  $766,000  in  1985.  A 
five-year  financial  summary  follows: 
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FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


--^Fiscal  Year 

Item 

1986 

1985 

1984 

1983 

1982 

Revenue 

. Percent  increase 

$ 40,396 

$ 

39,701 

$ 

33,861 

$ 

20,875 

$ 

17,605 

from  previous  year 

2% 

17% 

62% 

19% 

7% 

Income  before  taxes 
. Percent  increase 

$ 8 

$ 

1,152 

$ 

906 

$ 

50 

$ 

385 

(decrease)  from 
previous  year 

(99%) 

27% 

(a) 

(87%) 

(53%) 

Net  income 
. Percent  increase 

$ 283 

$ 

766 

$ 

619 

$ 

232 

$ 

305 

(decrease)  from 
previous  year 

(63%) 

24% 

167% 

(24%) 

(43%) 

Earnings  per  share  (b) 
. Percent  increase 

$ 0.21 

$ 

0.55 

$ 

0.47 

$ 

0.18 

$ 

0.24 

(decrease)  from 
previous  year 

(62%) 

17% 

161% 

(25%) 

(44%) 

(a)  Percent  change  exceeds  1,000%. 


(b)  Restated  to  reflect  the  distribution  of  one  share  of  Class  B Common  Stock  for 
every  two  shares  of  common  stock  held  of  record  as  of  July  I,  1986. 

• Keane  is  currently  organized  into  two  divisions  as  follows: 


The  Information  Services  Division  (ISD)  provides  custom  software 
development,  consulting,  and  education  and  training  professional 
services  primarily  to  the  manufacturing,  insurance,  and  banking  indus- 

1 X I GS* 


The  Application  Software  Group  (now  referred  to  as  KeaMed  Hospital 
bystems)  provides  application  software  products  and  facilities  man- 
agement services  to  small  and  medium  hospitals. 


Keane  management  attributes  the  company's  slowed  revenue  growth  and  larae 
decline  in  earnings  for  1986  to  a 23%  decrease  in  revenues  from  the  Applica- 
tion Software  Group.  Revenues  from  this  unit  were  $10.2  million  in  1986, 
compared  to  $13.2  million  in  1985. 


Through  the  second  quarter  of  1986  the  Application  Software  Group 
provided  application  software  products  to  hospitals,  manufacturers,  and 
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insurance  firms;  facilities  management  services  to  hospitals;  and 
associated  computer  hardware  to  its  software  clients. 

The  hospital  and  manufacturing  markets  (both  very  competitive  areas 
for  Keane)  were  unstable  economically  during  1986.  As  a result,  appli- 
cation revenues  decreased  due  to  the  elongation  of  buying  cycles  and 
deferred  buying  decisions  by  Keane  customers. 

Keane's  decision  to  cancel  its  Value-Added  Resellers  discount  hardware 
agreement  with  IBM  reduced  1986  revenue  by  nearly  $1.1  million.  This 
decision  was  made  to  allow  the  company  more  flexibility  in  working 
with  IBM's  sales  organization  for  software  marketing. 

Before  allocation  of  corporate  overhead,  contribution  to  profit  from 
the  Application  Software  Group  was  $16,000,  a decrease  of  nearly  $1.7 
million  from  1985. 

In  order  to  bring  expenses  in  line  with  the  revenue  decrease,  Keane 
combined  its  IBM  System/38  Business  Unit  with  its  Hospital  Informa- 
tion System/36  Business  Unit  during  the  third  quarter  of  1986,  resulting 
in  a reduction  of  labor  and  overhead  expenses  of  $796,000  as  compared 
with  the  first  half  of  the  year. 

The  company  also  phased  out  both  the  marketing  of  its  manufacturing 
software  product  (which  realized  a $497,000  loss  before  corporate 
allocations  for  1986)  and  the  distribution  of  third-party  insurance 
software  products. 

The  Application  Software  Group  now  targets  its  products  and  services 
to  the  health  care  marketplace. 

Keane's  Information  Services  Division,  which  provides  professional  services, 
had  1986  revenue  of  $30.2  million,  a 14%  increase  over  1985  revenue  of  $25.7 
million. 

A large  portion  of  the  revenue  growth  ($2.6  million)  was  due  to  the 
acquisition  of  the  net  assets  of  Reden  Consultants  Corporation  in  June 
1986. 


. Reden  Consultants,  a professional  services  firm  with  offices  in 

Chicago  and  Minneapolis,  had  80  employees  at  the  time  of  the 
acquisition  and  1985  revenue  of  approximately  $4.5  million. 

. The  acquisition  increased  market  share  and  profitability  in  the 

Midwest. 

The  division  reported  earnings  of  approximately  $2.9  million  before 
corporate  allocations,  an  increase  of  over  $1.4  million  over  1985. 
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Research  and  development  expenditures  were  approximately  $|  7 million  Si  ft 
million,  and  $1.1  million  for  1986,  1985,  and  1984,  respectNely.  ’ $ 

In  September  1987,  Keane  announced  the  acquisition  of  Prosystems,  a profes- 

\narrnZW'CeS  ^iz  , Columbia  <MD)*  The  acquisition  of  Prosysfems  is 
m accordance  with  Keane's  strategic  plan  to  expand  into  the  Washington/Bal- 


Revenue  for  the  nine  months  ending  September  30,  1987  reached  $31.1 
million,  a 4 /o  increase  over  $29.9  million  for  the  same  period  in  1986.  Net 
income  reached  $627,000,  compared  to  $54,000  for  the  same  period  a year 

QQO. 


Keane  management  attributes  increases  in  net  income  to  improved 
margins  in  the  company's  professional  services  business,  and  the 
realignment  of  overhead  expensed  within  the  KeaMed  Hospital  Systems 


As  of  December  31,  1986,  Keane  had  747  employees.  The 
has  approximately  770  employees  segmented  as  follows: 


company  currently 


Marketing/sales 
Computer  applications/ 
technical  specialists 
General/administrative/ 
support 
Management 


37 

584 

101 

48 

770 


• Major  competitors  include  the  following: 

Professional  services:  Computer  Task  Group,  AGS  Computers,  Inc., 

Computer  Horizons  Corporation,  and  CGA  Computer,  Inc. 

Health  care  industry:  Shared  Medical  Systems,  HBO  & Company, 

McDonnell  Douglas  Information  Services  Group,  Baxter  Travenol,  and 
bystems  Associates. 

KEY  PRODUCTS  AND  SERVICES 

* Approx^ateiy  75%  of  1986  revenue  was  derived  from  professional  services, 

or odi irtT  Thl  Ta?a9e™ent  services,  and  7%  from  application  software 
p oducts.  The  remaining  2^  was  derived  from  hardware  sales  and  other 
sources.  A three-year  summary  of  source  of  revenue  follows: 
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THREE- YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


Fiscal  Year 

198 

6 

1985 

1984 

Item 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Professional 

$24.5 

services 

$30.2 

75% 

$25.7 

65% 

72% 

Facilities 

management 

6.5 

16 

6.9 

17 

5.8 

17 

Software  products 

2.7 

7 

3.8 

10 

l.l 

3 

Hardware  and  other 

1.0 

2 

3.3 

8 

2.5 

7 

Total 

$40.4 

100% 

$39.7 

1 00% 

$33.9 

100% 

• The  Information  Services  Division  provides  professional  services  primarily  in 
the  manufacturing,  banking,  financial  services,  utilities,  and  insurance  indus- 
tries. 


More  than  90%  of  ISD's  revenue  is  derived  from  assignments  from 
previous  Keane  clients 

Professional  services  offered  by  ISD  include  the  following: 

. ISD  provides  consulting  and  contract  programming  services  to 
assist  clients  in  the  design,  development,  implementation,  and 
modification  of  business  applications  software  systems,  data 
base  management  systems,  and  teleprocessing  network  systems. 

Keane  has  experience  in  developing  systems  for  most 
major  large  mainframe  manufacturers,  in  addition  to 
minicomputer  vendors  such  as  Wang,  HP,  Data  General, 
DEC,  Prime,  and  IBM 

Keane  has  experience  in  implementing  a variety  of  data 
base  systems  including  IMS,  TOTAL,  System  2000,  IDS, 
IDMS,  and  DB2. 

Teleprocessing  systems  experience  includes  CICS,  IMS- 
TP,  ENVIRON- 1,  and  TASK  MASTER. 
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ISD  provides  methodologies,  software,  seminars,  and  workshops 
for  project  management  and  applications  development  as 
follows: 


Productivity  Management,  a project  management  meth- 
odology developed  initially  for  internal  use  is  now  also 
offered  to  clients  on  a seminar  basis. 

• The  methodology  emcompasses  evaluating  and 
selecting  personnel,  developing  rules  for  precise 
cost  estimating,  progress  measurement,  and  pro- 
visions for  changes  in  the  scope  of  a project  or 
operation. 


• To  date,  more  than  6,000  client  personnel  have 
attended  Productivity  Management  seminars  and 
workshops. 

The  Project  Manager  Development  Program  (PMDP™  ), 
introduced  in  1985,  isolates  the  skills  needed  for  project 
managers  and  provides  a system  for  learning  these 
skills.  PMDP  assists  in  recognizing,  hiring,  developing, 
and  assigning  project  managers. 


PMDP  clients  added  during  1986  include  AT&T, 
AETNA,  Nationwide  Insurance,  CNA,  and  New 
England  Telephone. 


ISD  has  developed  application  development  methodologies 
which  it  uses  to  assist  Keane  branch  offices  in  internal 
projects  and  to  support  clients'  development  efforts. 


Areas  of  expertise  include  data  base  management 
systems,  end-user  languages,  security  systems, 
distributed  systems,  and  office  information 
systems. 


Software  products  marketed  by  the  Applications  Software  Group/KeaMed 
Hospital  Systems  to  small-  to  medium-sized  hospitals  (50  to  400  beds)  include 

The  TO  owinn* 


Keane  markets  modular  financial,  patient  care,  and  ancillary  depart- 
ment systems  under  the  name  Worry-Free  Software™. 

Worry-Free  Software  modules  available  include  the  following: 
Financial  Systems. 


Inpatient  billing. 
Outpatient  billing. 
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. Payroll/personnel. 

. Materials  management. 

. Accounts  payable. 

. General  ledger  and  budgeting. 

Patient  Care  Systems. 

. ADT  (Admission,  Discharge,  and  Transfer). 

. Outpatient  registration. 

. Medical  records  abstracting/DRG. 

. Chart  deficiency. 

. Central  index. 

. Order  entry. 

. Results  reporting. 

Ancillary  Department  Systems. 

. Radiology. 

. Pharmacy. 

. Laboratory. 

. The  software  runs  on  IBM  System/36  and  System/38  computers 
and  the  Wang  VS  series  of  minicomputers.  Modules  range  in 
price  from  $10,000  to  $150,000. 

In  June  1985,  the  Hospital  Information  System/36  (HIS/36),  developed 
by  IBM  with  the  cooperation  of  Keane,  was  introduced.  Sales  of  HIS/36 
are  a joint  effort  between  Keane  and  IBM. 

. HIS/36  consists  of  a patient  registration,  billing,  and  receivable 
module;  a communications  and  results  reporting  module;  and  a 
medical  records  module.  HIS/36  can  be  integrated  with  other 
software  programs  developed  by  Keane,  including  general  ledger 
and  budgeting,  and  payroll  and  personnel  applications. 

. Each  module  can  be  purchased  separately.  An  average  price  for 
HIS/36  software  runs  $43,000.  The  System/36  minicomputer  is 
priced  separately. 

Keane  has  marketing  agreements  with  IBM  and  Wang  as  follows: 

. The  company  has  been  selected  as  an  IBM  Critical  Industry 
Competency  Center  (CICC)  for  the  HIS/36  product. 

. Keane  also  sells,  principally  on  the  East  Coast,  hardware  and 

licensed  programs  manufactured  by  Wang  under  Wang's  VAR 
Agreement. 

Keane  provides  customization  and  implementation  for  each  system 
including  user  training  and  documentation.  A Software  Protection 
Plan,  available  to  users,  incorporates  changes  by  hardware  vendors, 
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third-party  insurers,  and  the  government  into  the  system  and  furnishes 
new  releases  and  documentation.  The  annual  fee  for  the  plan  is  12%  of 
the  system  purchase  price. 


Through  KeaMed  Hospital  Systems,  the  company  also  provides  Extended 
Operations  Support  (EOS)  facilities  management  services  to  hospitals.  EOS 
includes  the  design,  development,  implementation,  and  management  of  client 
computer  systems. 


KeaMed  offers  a complete  line  of  both  on-line  and  batch  systems 
designed  for  interaction  with  each  other,  although  each  system  can  be 
purchased  separately.  Both  the  batch  and  on-line  systems  accommo- 
date special  client  requirements  such  as  microfiche,  labels,  or  tape-to- 
tape  output  production  and  backup. 


Applications  available  to  facilities  management  clients  include: 

• Order  Communications. 

. Patient  Admissions  and  Registration. 

• Patient  Billing  and  Receivables. 

. General  Ledger  and  Budgeting. 

. Accounts  Payable. 

. Medical  Records. 

. Payroll/Personnel. 

. Radiology  Management  System. 

• Pharmacy  Management  System. 


Facilities  management  contracts  are  usually  for  three  to  five  years  and 
are  billed  based  on  a monthly  schedule.  KeaMed  currently  provides 
facilities  management  services  to  25  hospitals. 


Keane  no  longer  actively  markets  its  Factory  Information  System  product  for 
the  manufacturing  industry  or  third-party  insurance  software  products. 


Keane  continues  to  provide  service  and  support  to  Factory  Information 
System  clients  through  ISD. 


INDUSTRY  MARKETS 


. PPr°ximate|y  25/0  of  Keane's  1986  revenue  was  derived  from  the  health  care 
industry  (acute  care  hospitals).  The  remaining  revenue  was  derived  from 
companies  in  manufacturing,  banking,  insurance,  and  utilities  industry  sectors. 

GEOGRAPHIC  MARKETS 


One  hundred  percent  of  Keane's  I 986  revenue  was  derived  from  the  U.S. 

th^aNorth/<^ltra|aandtM?dwest^r°^eSS'0na*  """  * c°rP°ra,!o"s 
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• The  company  is  marketing  its  Worry-Free  Software  across  the  U.S. 

• 1SD  has  offices  in  Boston  and  Lexington  (MA),  Providence  (Rl),  Wayne  (PA), 
Meriden  and  Westport  (CT),  Merrillville  (IN),  Bedford  (NH),  Portland  (ME), 
Piscataway  (NJ),  Chicago  and  Oakbrook  (IL),  Columbia  (MD),  and  Minnetonka 
(MN). 

• KeaMed  has  offices  in  Jericho  (NY)  and  Lexington  (MA). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Keane  has  an  IBM  System/38  and  a DEC  VAX-1  1/750  installed  at  its  research 
and  development  facilities  in  Lexington  (MA).  A Wang  VS  85  is  installed  in 
Jericho  (NY). 

• There  are  about  27  small  business  systems  installed  at  facilities  management 
hospital  sites.  These  include  IBM  System/3  Model  34s,  IBM  System/38s,  and 
Wang  VS  systems. 
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COMPANY  PROFILE 


KEANE,  INC. 

Ten  City  Square 
Boston,  MA  02 1 29 
(617)  241-9200 


John  F.  Keane,  President 
Public  Corporation,  OTC 
Total  Employees:  608 
Total  Revenue,  Fiscal  Year  End 
12/31/85:  $39,701,154 


THE  COMPANY 

• Keane,  Inc.,  founded  in  1965,  provides  professional  services  to  Fortune  1000 
companies  and  facilities  management  services  to  the  health  care  industry. 
During  1983  the  company  began  marketing  applications  software  packages  for 
manufacturers  and  turnkey  systems  to  hospitals. 

• Revenue  for  1985  increased  17%  to  $39.7  million  from  $33.9  million  in  1984. 
Net  income  was  $766,000,  a 24%  increase  over  $619,000  in  1984.  A five-year 
financial  summary  follows: 


KEANE,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


♦Percent  change  exceeds  1 ,000% 


I of  9 
July  1986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


KEANE,  INC. 


• Keane  management  attributes  approximately  50%  of  1985  revenue  increases 
to  sales  of  application  software  to  hospitals  and  manufacturers.  The 
remaining  50%  is  attributed  to  higher  prices  and  an  increase  in  professional 
services  to  new  and  existing  customers. 

• Research  and  development  expenditures  were  $1.8  million  and  $1.1  million  for 
1985  and  1984,  respectively. 

• Keane  is  organized  into  two  divisions  as  follows: 

The  Information  oervices  Division  (ISD)  provides  professional  services 
to  Fortune  1000  companies. 

The  Applications  Software  Products  Group  provides  software  products 
to  specific  vertical  markets.  The  Applications  Software  Group  consists 
of  the  Manufacturing  Products  Group,  Insurance  Products  Group,  and 
KeaMed  Hospital  Systems  Division. 

• In  June  1986  Keane  acquired  Reden  Consultants  Corporation,  a privately  held 
professional  services  firm.  Reden,  with  1985  revenue  of  $4.5  million,  employs 
approximately  80  people  and  serves  clients  in  the  financial,  insurance,  utility, 
manufacturing,  and  retail  distribution  industries. 

• Revenue  for  the  six  months  ending  June  30,  1986  was  approximately  $19.1 
million,  compared  to  $20.3  million  for  the  same  period  a year  ago.  Net 
income  for  the  six  months  was  $50,000,  compared  to  $424,000  for  the  same 
period  in  I 985. 

Keane  management  states  that  earnings  were  adversely  affected  by  the 
company's  Applications  Software  Products  Group,  which  experienced 
industry-wide  elongation  of  sales  cycles  and  the  deferral  of  decisions 
by  customers.  It  is  anticipated  operations  will  be  break  even  in  the 
third  quarter,  with  a return  to  profitability  in  the  fourth. 

Professional  services  business  continues  to  be  profitable,  although 
revenue  growth  was  less  than  targeted  objectives. 

» Keane  currently  has  approximately  720  employees,  segmented  as  follows: 


Marketing/sales 

27 

Research  and  development 

15 

Customer  support 

85 

Computer  applications/ 

technical  specialists 

538 

General  and  administrative 

55 

720 
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• Major  competitors  include  the  following: 

Professional  services:  Computer  Task  Group,  AGS  Computers,  Inc., 

Computer  Horizons  Corporation,  and  CGA  Computer  Associates,  Inc. 

Health  care  industry:  Shared  Medical  Systems,  HBO  & Company, 

McDonnell  Douglas  Information  Services  Group,  Baxter  Travenol,  and 
Systems  Associates. 

Manufacturing  industry:  ASK  Computers  and  NCR  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  65%  of  1985  revenue  was  derived  from  professional  services, 
17%  from  facilities  management  services,  and  10%  from  applications  software 
products.  The  remaining  8%  was  derived  from  hardware  sales  and  other 
sources.  A three-year  summary  of  source  of  revenue  follows: 


THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1985 

1984 

1983 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Professional 

services 

$25.7 

65% 

$24.5 

72% 

$ 15.0 

72% 

Facilities 

management 

6.9 

17 

5.8 

17 

5.8 

28 

Software  products 

3.8 

10 

l.l 

3 

(a) 

- 

Hardware  and  other 

3.3 

8 

2.5 

7 

- 

- 

Total 

$39.7 

1 00% 

$33.9 

1 00% 

$20.8 

1 00% 

(a)  Keane  derived  approximately  $71,000  from  software  products  licenses  in  1983, 
which  represented  less  than  1%  of  total  revenue. 


• Information  Services  Division  provides  professional  services  to  Fortune  1000 
companies  primarily  in  the  manufacturing,  banking,  utilities,  and  insurance 
industries. 

More  than  90%  of  ISD's  revenue  is  derived  from  assignments  from 
previous  Keane  clients. 

Professional  services  offered  by  ISD  include  the  following: 
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ISD  provides  consulting  and  contract  programming  services  to 
assist  clients  in  the  design,  development,  implementation,  and 
modification  of  business  applications  software  systems,  data 
base  management  systems,  and  teleprocessing  network  systems. 

Keane  has  experience  in  developing  systems  for  most 
major  large  mainframe  manufacturers,  in  addition  to 
minicomputer  vendors  such  as  Wang,  HP,  Data  General, 
DEC,  Prime,  and  IBM. 

Keane  has  experience  in  implementing  a variety  of  data 
base  systems  including  IMS,  TOTAL,  System  2000,  IDS, 
and  IDMS. 

Teleprocessing  systems  experience  includes  CICS,  IMS- 
TP,  ENVIRON-I,  and  TASK  MASTER. 

ISD  provides  methodologies,  software,  seminars,  and  workshops 
for  project  management  and  applications  development  as 
fol  lows: 

Productivity  Management,  a project  management 
methodology  developed  initially  for  internal  use,  is  now 
offered  to  clients  on  a seminar  basis. 

. The  methodology  encompasses  evaluating  and 
selecting  personnel,  developing  rules  for  precise 
cost  estimating,  progress  measurement,  and 
provisions  for  changes  in  the  scope  of  a project  or 
operation. 

In  1985,  1,000  client  personnel  attended  Produc- 
tivity Management  seminars  and  workshops. 

The  Project  Manager  Development  Program  (PMDPT  M- ), 
introduced  in  1985,  isolates  the  skills  needed  for  project 
managers  and  provides  a system  for  learning  these 
skills.  PMDP  assists  in  recognizing,  hiring,  developing, 
and  assigning  project  managers. 

There  are  currently  five  clients  in  the  program. 

ISD  has  developed  application  development  methodologies 
which  it  uses  to  assist  Keane  branch  offices  in  internal 
projects  and  to  support  clients'  development  efforts. 

. Areas  of  expertise  include  data  base  management 
systems,  end-user  languages,  security  systems, 
distributed  systems,  and  office  information 
systems. 
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• Applications  Software  Products  Group's  Worry-Free  Software TM  , initially 
introduced  as  KeaMed's  family  of  hospital  software  packages,  has  become 
Keane's  umbrella  trademark  for  all  Keane  vertical  industry  software 
packages.  The  Group  also  offers  facilities  management  services  to  hospitals. 

The  Manufacturing  Products  Group  markets  Factory  Information 
System  applications  software  that  was  developed  by  Computer  Systems 
Development,  Ltd.  and  licensed  to  Keane  in  1982. 

. The  Factory  Information  System  is  composed  of  two  modules— 
FINCON  and  IMPCON. 

The  FINCON  module  is  an  interactive,  financial  and 
management  accounting  system. 

. Submodules  available  include: 

Sales  order  processing:  stock  commitment, 
credit  check,  shipping  documents,  shipment 
confirmed,  sales  transactions,  and  sales 
analyses. 

Accounts  receivable:  cash  posting  and 

management  reports. 

Accounts  payable:  cash  disbursements, 

foreign  payments,  and  payables  reports. 

General  ledger:  audit  trails  and  posting. 

The  IMPCON  module  is  an  interactive  inventory 
management  and  production  control  system. 

. Submodules  available  include: 

Inventory  control:  bill  of  materials,  stock 

records,  parts  master  file,  receipts,  stock 
location,  transfers,  stock  analyses,  and 
status  reports. 

Purchasing  and  receiving:  supplier 

performance,  stock  requirements. 

Forecasting  and  planning. 

Costing:  standard,  current,  actual,  true 

average,  and  highest  costs. 

Materials  requirements  planning. 
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Work  orders. 

Master  production  scheduling. 

Factory  order  and  pick  list  generation. 
Process  flow  sheet  and  routing  system. 

Shop  floor  control. 

The  Factory  Information  System  operates  on  the  Data  General 
MV  and  Eclipse  families  of  computers  and  the  DEC  VAX  and 
POP  families.  FINCON  and  IMPCON  can  be  licensed  together 
as  an  integrated  system,  as  standalone  systems,  or  submodules 
can  be  licensed  separately.  Each  module  ranges  in  price  from 
$15,000  to  $50,000  each,  depending  on  the  submodules  chosen. 

Currently,  there  are  over  300  Factory  Information  Systems 
installed. 


The  Insurance  Products  Group  currently  markets  two  Worry-Free 
software  packages. 

Keane  is  the  exclusive  distributor  in  the  northeastern  states  of 
the  Strategic  Data  Systems,  Inc.  (Sheboygan,  WI)  software 
package  called  Casualty  Insurance  Processing  System. 

The  Casualty  Insurance  Processing  System  is  a modular 
system  for  processing  property  and  casualty  insurance. 
Functions  include  policy  administration  (rated  and 
nonrated),  claims  administration,  re-insurance,  billing 
(agency  or  direct),  manually  rated  policies,  and  bureau 
and  statistical  data. 

The  system  operates  on  the  Wang  VS  series  of  mini- 
computers. Software  modules  range  from  $150,000  to 
$500,000. 

Currently,  there  are  19  systems  installed  nationwide. 

Keane  is  also  the  exclusive  distributor  of  a software  package  for 
insurance  agencies  that  was  developed  by  Harte  Systems  Inc 
(Oak  Brook,  IL). 

The  Harte  System  handles  the  office  administration  and 
accounting  requirements  of  insurance  agencies. 

The  system  operates  on  the  Wang  VS  series  of  computers 
and  ranges  in  price  from  $35,000  to  $100,000. 
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Currently,  there  are  10  installations. 

The  KeaMed  Hospital  Systems  Division,  established  by  an  acquisition  in 
1974,  provides  software,  turnkey  systems,  and  facilities  management 
services  primarily  to  hospitals  with  200  to  500  beds. 

. KeaMed  offers  turnkey  systems  which  includes  integration  and 
implementation  of  the  system.  For  hospitals  that  already  have 
the  necessary  hardware  installed,  KeaMed  provides  software  and 
customization  and  implementation  services. 

Worry-Free  Software  modules  available  include  the 
fol  lowing: 

. Financial  Systems. 

Inpatient  billing. 

Outpatient  billing. 

Payroll/personnel. 

Materials  management. 

Accounts  payable. 

General  ledger  and  budgeting. 

. Patient  Care  Systems. 

ADT  (Admission,  Discharge,  and  Transfer). 
Outpatient  registration. 

Medical  records  abstracting/DRG. 

Chart  deficiency. 

Central  index. 

Order  entry. 

Results  reporting. 

. Ancillary  Department  Systems. 

Radiology. 

Pharmacy. 

Laboratory. 

The  software  and  turnkey  systems  are  based  on  the  IBM  System/38  and 
Wang  VS  series  of  minicomputers.  Modules  range  in  price  from  $10,000 
to  $150,000.  Pricing  for  the  hardware  is  separate. 

Currently,  there  are  approximately  33  systems  installed. 

• In  June  1985  the  Hospital  Information  System/36  (HIS/36),  developed  by  IBM 
with  the  cooperation  of  Keane,  was  introduced.  Sales  of  HIS/36  are  a joint 
effort  between  Keane  and  IBM. 
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HIS/36  consists  of  a patient  registration,  billing,  and  receivable 
module;  a communications  and  results  reporting  module;  and  a medical 
records  module.  HIS/36  can  be  integrated  with  other  software 
programs  developed  by  Keane  including  general  ledger  and  budgeting, 
and  payroll  and  personnel  applications. 

Each  module  can  be  purchased  separately.  An  average  price  for  HIS/36 
software  runs  $43,000.  The  System/36  minicomputer  is  priced 
separately. 

There  are  currently  nine  installations. 

• KeaMed  provides  customization  and  implementation  for  each  system  including 
user  training  and  documentation.  A Software  Protection  Plan,  available  to 
users,  incorporates  changes  by  hardware  vendors,  third-party  insurers,  and  the 
government  into  the  system  and  furnishes  new  releases  and  documentation. 
The  annual  fee  for  the  plan  is  12%  of  the  system  purchase  price. 

• KeaMed's  facilities  management  services  are  marketed  as  Extended  Opera- 
tions Support  (EOS)  to  KeaMed  software  and  turnkey  system  clients.  EOS 
includes  the  design,  development,  implementation,  and  management  of  client 
computer  systems. 

KeaMed  offers  a complete  line  of  both  on-line  and  batch  systems 
designed  for  interaction  with  each  other,  although  each  system  can  be 
purchased  separately.  Both  the  batch  and  on-line  systems  accom- 
modate special  client  requirements  such  as  microfiche,  labels,  or  tape- 
to-tape  output  production  and  backup. 

Applications  available  to  facilities  management  clients  include: 

. Order  Communications. 

. Patient  Admissions  and  Registration. 

. Patient  Billing  and  Receivables. 

. General  Ledger  and  Budgeting. 

. Accounts  Payable. 

. Medical  Records. 

. Payroll/Personnel. 

. Radiology  Management  System. 

Pharmacy  Management  System. 

Facilities  management  contracts  are  usually  for  three  to  five  years  and 
are  billed  based  on  a monthly  schedule.  KeaMed  currently  provides 
facilities  management  services  to  20  of  its  33  software  and  turnkey 
system  clients. 

INDUSTRY  MARKETS 

• Approximately  25%  of  Keane's  1985  revenue  was  derived  from  the  health  care 
industry  (acute  care  hospitals).  The  remaining  revenue  was  derived  from 
companies  in  manufacturing,  banking,  insurance,  and  utilities  industry  sectors. 
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GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Keane's  1985  revenue  was  derived  from  the  U.S. 

• Keane's  target  market  for  its  professional  services  is  corporations  located  in 
the  North/Central  U.S. 

• The  company  is  marketing  its  Worry-Free  Software  across  the  U.S. 

• ISD  has  offices  in  Boston  and  Lexington  (MA),  Providence  (Rl),  Wayne  (PA), 
Glastonbury  and  Westport  (CT),  Merrillville  (IN),  Bedford  (NH),  Portland  (ME), 
Piscataway  (NJ),  Chicago  and  Oakbrook  (IL),  Towson  (MD),  and  Minnetonka 
(MN). 

• KeaMed  has  offices  in  Wayne  (PA),  Jericho  (NY),  Lexington  (MA),  Dallas  (TX), 
and  San  Ramon  (CA). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Keane  has  an  IBM  System/38  and  a DEC  VAX- 1 1/750  installed  at  its  research 
and  development  facilities  in  Lexington  (MA).  A Wang  VS  85  is  installed  in 
Jericho  (NY). 

• There  are  about  27  small  business  systems  installed  at  facilities  management 
hospital  sites.  These  include  IBM  System/3  Model  34s,  IBM  System/38s,  and 
Wang  VS  systems. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JULY  1984 


KEANE,  INC. 

210  Commercial  Street 
Boston,  M A 02109 
(617) 742-5210 


John  F.  Keane,  President 
Public  Corporation,  OTC 
Total  Employees:  593 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $33,860,627 


KEANE,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


• Keane  management  attributes  the  large  growth  in  revenue  to  the  aggressive 
marketing  of  its  professional  services  business  and  its  application  software  for 
the  health  care  industry.  Income  before  taxes  increased  due  to  improved 
project  management  which  resulted  in  a decrease  in  salaries,  wages,  and 
direct  costs  as  a percent  of  revenue  as  compared  to  1983. 

• Revenue  for  the  nine  months  ending  September  30,  1985  was  $29.8  million,  a 
21%  increase  over  $24.7  million  for  the  same  period  in  1984.  Net  income 
increased  40%  from  $405,000  to  $565,000  for  the  comparable  period. 
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• Keane  has  reorganized  as  follows: 

The  Information  Services  Division  (ISD)  provides  professional  services 
to  Fortune  1000  companies. 

The  Applications  Software  Products  Group  provides  software  products 
to  specific  vertical  markets.  The  Applications  Software  Group  consists 
of  the  Manufacturing  Products  Group,  Insurance  Products  Group,  and 
KeaMed  Hospital  Systems  Division. 

Worry-Free  Software™-  , initially  introduced  as  KeaMed's 
family  of  hospital  software  packages,  has  become  Keane's 
umbrella  trademark  for  all  Keane  vertical  industry  software 
packages. 

SOURCE  OF  REVENUE 


• Keane  derives  approximately  67%  of  its  revenue  from  professional  services, 
1 7 /o  from  software  licenses,  and  the  remaining  16%  from  various  facilities 
management  services. 

PRODUCTS  AND  SERVICES 

• ISD  has  added  the  Project  Manager  Development  Program  (PMDP™)  to  its 
project  management  professional  services.  PMDP  isolates  the  skills  needed 
for  project  managers  and  provides  a system  for  learning  these  skills.  PMDP 
assists  in  recognizing,  hiring,  developing,  and  assigning  project  managers. 

• The  Manufacturing  Products  Group  markets  Keane's  Factory  Information 
System  applications  software. 

In  July  1985  the  Factory  Information  System  was  introduced  for  the 

Data  General  MV  and  Eclipse  families  of  computers.  It  also  runs  on  the 

DEC  VAX  and  PDP  families. 

. The  Factory  Information  System  is  composed  of  two  modules: 
FINCON  and  IMPCON.  Each  module  is  composed  of  several 
submodules.  Clients  may  license  FINCON  and  IMPCON  together 
as  an  integrated  system,  as  a standalone  system,  or  license 
submodules  separately. 

. The  FINCON  and  IMPCON  systems  range  in  price  from  $15,000 
to  $50,000  each  depending  on  the  submodules  chosen. 

. Currently,  there  are  over  300  Factory  Information  Systems 
installed  worldwide. 

► The  Insurance  Products  Group  currently  markets  two  Worry-Free  Software 
packages. 
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Keane  is  the  exclusive  distributor  in  the  northeastern  states  of  the 
Strategic  Data  Systems,  Inc.  (Sheboygan,  Wl)  software  package  called 
Casualty  Insurance  Processing  System. 

. The  Casualty  Insurance  Processing  System  is  a modular  system 
for  processing  property  and  casualty  insurance.  Functions 
include  policy  administration  (rated  and  nonrated),  claims 
administration,  re-insurance,  billing  (agency  or  direct),  manually 
rated  policies,  and  bureau  and  statistical  data. 

. The  system  operates  on  the  Wang  VS  series  of  minicomputers. 
Software  modules  range  from  $150,000  to  $500,000. 

. Currently,  there  are  19  systems  installed  nationwide. 

Keane  is  also  the  exclusive  distributor  of  a software  package  for 
insurance  aqencies  that  was  developed  by  Harte  Systems,  Inc.  (Oak 
Brook,  IL). 

. The  Harte  System  handles  the  office  administration  and 
accounting  requirements  of  insurance  agencies. 

. The  system  operates  on  the  Wang  VS  series  of  computers  and 
ranges  in  price  from  $35,000  to  $100,000. 

. Currently,  there  are  10  installations. 

• The  KeaMed  Hospital  Systems  Division  introduced  the  Hospital  Information 
System/36  (HIS/36)  in  June  1985.  The  system  was  developed  by  IBM  with  the 
cooperation  of  Keane.  Sales  of  HIS/36  are  a joint  effort  between  Keane  and 
IBM.  Keane  also  provides  implementation  services  including  education  and 
training,  software  maintenance,  and  complementary  software. 

HIS/36  consists  of  a patient  registration,  billing,  and  receivable 
module;  a communications  and  results  reporting  module;  and  a medical 
records  module.  HIS/36  can  be  integrated  with  other  software 
programs  developed  by  Keane  including  general  ledger  and  budgeting, 
and  payroll  and  personnel  applications. 

Each  module  can  be  purchased  separately.  An  average  price  for  HIS/36 
software  runs  $43,000. 
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COMPANY  HIGHLIGHT 


KEANE,  INC. 

210  Commercial  Street 
Boston,  MA  02109 
(617) 742-5210 


John  F.  Keane,  President 
Public  Corporation,  OTC 
Total  Employees:  444 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $20,875,383 


THE  COMPANY 

• Keane,  Inc.,  founded  in  1965,  provides  professional  services  to  Fortune  1000 
companies  and  facilities  management  services  to  the  health  care  industry. 
During  1983  the  company  began  marketing  applications  software  packages  for 
manufacturers  and  turnkey  systems  to  hospitals. 

• 1983  revenue  was  $20.9  million,  a 19%  increase  over  1982  revenue  of  $17.6 
million.  Net  income  decreased  24%  from  $305,331  in  1982  to  $231,842  in 
1983.  A five-year  financial  summary  follows: 


KEANE,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• Keane  management  states  that  net  income  for  1983  was  impacted  by  the 
investment  of  approximately  $258,000  for  the  development  and  marketing  of  a 
new  manufacturing  software  package,  and  the  investment  of  approximately 
$903,000  in  the  marketing,  research,  and  development  of  hospital  applications 
software  products. 

• Keane  is  organized  into  two  divisions  as  follows: 

The  Information  Services  Division  (ISD)  provides  professional  services 
and  markets  applications  software  packages  to  the  manufacturing 
industry. 

The  KeaMed  Hospital  Systems  Division  provides  hospital  financial 
management,  patient  care  and  departmental  applications  software 
(Worry-Free  Software™),  and  processing  facilities  management 
services.  During  1983  the  division  was  structured  into  two  independent 
business  units:  The  KeaMed/Wang  Business  Unit,  which  markets  Worry- 
Free  Software,  Wang  VS  computers,  and  Wang  licensed  programs,  and 
the  KeaMed/IBM  Business  unit,  which  markets  Worry-Free  Software, 
IBM  System  38  computers,  and  IBM  licensed  programs. 

• Revenue  for  the  three  months  ending  March  31,  1984,  was  $7.3  million,  a 57% 
increase  over  $4.7  million  for  the  same  period  in  1983.  Net  income  declined 
33%,  from  $136,000  to  $91,000.  Keane  management  attributes  this  decline  to 
the  continued  investment  in  the  marketing  and  product  development  of  appli- 
cations software  products  for  hospitals  and  manufacturers. 

• KeaMed  staff  doubled  during  1983  and  currently  has  138  employees.  ISD  has 
over  381  employees.  The  current  total  number  of  employees  is  approximately 
564,  segmented  as  follows: 


Marketing/sales 

23 

Research  and  development 

15 

Customer  support 

72 

Computer  applications/ 

technical  specialists 

409 

General  and  administrative 

_45 

564 

Major  competitors  in  the  professional  services  area  include  Computer  Task 
Group,  AGS  Computers  Inc.,  Computer  Horizons  Corporation,  and  CGA 
Computer  Associates  Inc.  Competitors  in  the  health  care  industry  include 
Shared  Medical  Systems,  MCAUTO,  HBO  & Company,  Baxter  Travenol, 
MEDIFLEX,  Systems  Associates,  and  IBM. 
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KEY  PRODUCTS  AND  SERVICES 

• Approximately  72%  ($15  million)  of  Keane's  1983  revenue  was  derived  from 
professional  services  and  28%  ($5.8  million)  from  processing  facilities 
management.  Approximately  $71,000  was  derived  from  manufacturing  appli- 
cations software. 

During  1984  Keane  will  also  derive  revenue  from  the  sale  of  turnkey 
systems  to  the  health  care  industry. 

• Professional  services  are  performed  through  the  Information  Services  Division 
(ISD)  for  approximately  200  customers.  Over  1,000  different  organizations 
have  contracted  for  Keane's  services  since  1965. 

ISD  revenue  increased  18%,  from  $12.8  million  in  1982  to  $15.2  million 
in  1983. 

Over  70%  of  ISD's  annual  revenue  is  derived  from  repeat  assignments 
for  existing  customers. 

ISD  targets  its  services  to  Fortune  1000  companies  primarily  in  the 
manufacturing,  banking,  insurance,  distribution/retail,  and  utilities 
industries  located  in  the  Boston,  Washington,  D.C.,  Chicago  triangle. 

Services  provided  include  consulting,  contract  programming,  the 
design,  development,  implementation,  and  modification  of  custom 
application  software  systems,  data  base  design,  and  teleprocessing 
network  design  and  implementation. 

Keane  has  experience  in  implementing  a variety  of  data  base  systems 
including  IMS,  TOTAL,  System  2000,  IDS,  and  IDMS. 

Teleprocessing  systems  experience  includes  CICS,  IMS-TP,  ENVIRON- 
I,  and  TASK  MASTER. 

Keane  has  experience  in  developing  systems  for  most  major  large 
mainframe  manufacturers,  in  addition  to  minicomputer  vendors  such  as 
Wang,  HP,  Data  General,  DEC,  Prime,  and  IBM. 

Productivity  Management,  a project  management  methodology  devel- 
oped initially  for  internal  use,  is  now  offered  to  clients  on  a seminar 
basis. 


. The  methodology  encompasses  evaluating  and  selecting  person- 
nel, developing  rules  for  precise  cost  estimating,  progress 
measurement,  and  provisions  for  changes  in  the  scope  of  a 
project  or  operation. 

The  Professional  Services  Group  specializes  in  application  development 
methodologies.  Areas  of  expertise  include  data  base  systems,  end-user 
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languages,  security  systems,  minicomputers,  distributed  systems,  and 
office  automation. 

. This  group  coordinates  the  application  of  these  technologies  to  a 
variety  of  industries  including  manufacturing,  banking,  insur- 
ance, utilities,  and  retail  distribution. 

. The  group  assists  branch  offices  with  internal  projects  and 
supports  client  development  efforts. 

During  1983  the  ISD  division  introduced  the  Factory  Information  System 
application  software  for  small  manufacturers  (under  $50  million  in  revenue). 

The  software  was  developed  by  Computer  Systems  Development,  Ltd. 
and  licensed  to  Keane  in  1982.  It  runs  on  all  DEC  mini  and  microcom- 
puters. 

The  FINCON  module  is  an  interactive  financial  and  management 
accounting  system. 

. Submodules  available  include: 

Sales  order  processing:  stock  commitment,  credit  check, 
shipping  documents,  shipment  confirmed,  sales  transac- 
tions, and  sales  analyses. 

Accounts  receivable:  cash  posting  and  management 

reports. 

Accounts  payable:  cash  disbursements,  foreign  payments, 
and  payables  reports. 

General  ledger:  audit  trails  and  posting. 

. The  FINCON  system  ranges  in  price  from  $15,000  to  $50,000, 
depending  on  the  submodules  chosen  by  the  client. 

. There  are  currently  over  100  FINCON  systems  installed. 

The  IMPCON  module  is  an  interactive  inventory  management  and 
production  control  system. 

. Submodules  available  include: 

Inventory  control:  bill  of  materials,  stock  records,  parts 
master  file,  receipts,  stock  location,  transfers,  stock 
analyses  and  status  reports. 

Purchasing  and  receiving:  supplier  performance,  stock 

requirements. 
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Forecasting  and  planning. 

Costing:  standard,  current,  actual,  true  average,  and 

highest  costs. 

Material  requirements  planning. 

Work  orders. 

Master  production  scheduling. 

Factory  order  and  pick  list  generation. 

Process  flow  sheet  and  routing  system. 

Shop  floor  control. 

. The  IMPCON  system  ranges  in  price  from  $15,000  to  $50,000, 
depending  on  the  submodules  selected. 

. There  are  currently  over  100  IMPCON  systems  installed. 

The  FINCON  and  IMPCON  can  run  together  as  an  integrated  system  or 
as  standalone  systems. 

• Keane's  KeaMed  Hospital  Systems  Division,  established  by  an  acquisition  in 
1974,  provides  facilities  management  services  to  approximately  30  hospitals  in 
the  200-  to  500-bed  range. 

KeaMed  designs,  develops,  implements,  and  manages  over  90%  of  its 
clients'  computer  systems.  KeaMed  typically  owns  or  leases  the  hard- 
ware, although  it  is  usually  installed  at  the  client's  hospital  site. 

KeaMed  offers  a complete  line  of  both  on-line  and  batch  systems 
designed  for  interaction  with  each  other,  although  each  system  can  be 
purchased  separately.  Both  the  batch  and  on-line  systems  accommo- 
date special  client  requirements  such  as  microfiche,  labels,  or  tape-to- 
tape  output  production  and  backup. 

The  Product  Development  Group,  formed  in  1980,  is  responsible  for 
coordinating  the  development  of  new  hospital  systems  and  keeping 
existing  systems  current  with  federal,  state,  and  third-party  require- 
ments. 

Applications  available  to  facilities  management  clients  include  the 
following: 

. Order  Communications  creates,  acknowledges,  and  maintains 
orders  for  inpatient  or  outpatient  treatment  at  departments  and 
locations  selected  by  the  hospital,  verifies  results  of  tests,  and 
can  enter  charges  when  order  is  entered  or  acknowledged. 
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. Patient  Admissions  and  Registrations  processes  admissions, 
transfers,  discharges,  and  corrections  on-line  and  supports 
emergency  room,  clinic,  and  ambulatory  care  information  needs. 

. Patient  Billing  and  Receivables  tracks  all  patient  charges  and 
automatically  coordinates  and  prorates  patient  and  third-party 
bills.  It  provides  an  explanation  of  charges,  prompt  delivery  of 
bills,  and  controls  outstanding  invoices. 

. General  Ledger  and  Budgeting  organizes  and  processes  the 

hospitals'  accounting  and  budgeting  data,  accommodating  infor- 
mation automatically  entered  from  other  systems  and  manually 
entered  data.  It  provides  summary  balance,  audit  trail, 
debit/credit  data,  and  financial  reports. 

. Accounts  Payable  tracks  all  payments,  new  charges,  and  out- 
standing balances  for  the  entire  hospital  and  by  department, 
vendor,  general  ledger  account,  and  other  hospital-defined 
categories. 

. Medical  Records  automatically  assigns  patient  to  Diagnosis 

Related  Groups  (DRGs),  based  on  procedure,  age,  sex,  and 
preexisting  conditions.  It  also  controls  information  by  a central 
index  and  tracks  patient  chart  efficiency. 

. Payroll /Personnel  automates  payroll  processing  and  provides  the 
hospital  benefits  analysis,  labor  distribution  data,  and  personnel 
reporting. 

. The  Radiology  Management  System  permits  filing  and  retrieval 
of  patient  X rays  and  results  and  radiological  history  at  the 
hospital. 

. The  Pharmacy  Management  System  produces  patient  medication 
profiles,  monitors  prescriptions  for  drug-drug  interactions  and 
therapeutic  incompatibilities,  and  maintains  a perpetual  inven- 
tory control.  It  also  can  provide  billing  and  financial  manage- 
ment functions. 

Batch  systems  are  still  used  by  several  hospitals  for  financial  manage- 
ment applications. 

KeaMed  facilities  management  clients  typically  have  contracts  for  five 

years  and  are  billed  based  on  a monthly  schedule. 

• In  1983  KeaMed  introduced  Worry-Free7  M Software,  a family  of  applications 
software  for  hospitals. 

KeaMed  offers  the  software  to  clients  on  Wang  VS  or  IBM  System  38 

computers  as  a turnkey  system. 
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The  target  market  for  these  services  is  primarily  short-term  acute  care 
hospitals  with  200  to  500  beds. 

KeaMed  staff  implements  and  customizes  each  system  and  provides 
user  training  and  documentation. 

Worry-Free  Software  modules  available  include  the  following: 

. Financial  Systems. 

Inpatient  billing. 

Outpatient  billing. 

Pay  ro  1 1 /personne  I . 

Materials  management. 

Accounts  payable. 

General  ledger  and  budgeting. 

. Patient  Care  Systems. 

ADT  (Admission,  Discharge,  and  Transfer). 

Outpatient  registration. 

Medical  records  abstracting/DRG. 

Chart  deficiency. 

Central  index. 

Order  entry. 

Results  reporting. 

. Ancillary  Department  Systems. 

Radiology. 

Pharmacy. 

Laboratory. 

Keane  management  believes  that  hospital  turnkey  systems  will  repre- 
sent a significant  growth  area  for  the  company.  There  are  currently 
three  Worry-Free  Software  installations. 

The  systems  are  marketed  nationwide.  Modules  range  in  price  from 
$10,000  to  $150,000,  plus  hardware. 

KeaMed  provides  users  with  a Software  Protection  Plan.  KeaMed  staff 
incorporates  changes  by  hardware  vendors,  third-party  insurers,  and  the 
government  into  the  system  and  furnishes  new  releases  and  documenta- 
tion. The  annual  fee  is  12%  of  the  system  purchase  price. 

KeaMed  also  offers  Extended  Operations  Support,  an  optional  facilities 
management  service  for  Worry-Free  Software  clients.  Fees  for  this 
service  are  based  on  one-  to  five-year  agreements. 
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INDUSTRY  MARKETS 

• Approximately  27%  of  Keane's  1983  revenue  was  derived  from  the  health  care 
industry  (acute  care  hospitals).  The  remaining  revenue  was  derived  from 
companies  in  manufacturing,  banking,  insurance,  and  utilities  industry  sectors. 

• Bethlehem  Steel  Corporation  contributed  14%  to  Keane's  1983  revenue. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Keane's  1983  revenue  was  derived  from  the  U.S. 

• Keane's  target  market  for  its  professional  services  is  corporations  located  in 
the  New  York-Washington,  D.C., -Chicago  corridors. 

• The  company  is  marketing  its  Worry-Free  Software  across  the  U.S. 

• ISD  has  offices  in  Boston,  Marlboro,  and  Lexington  (MA),  Providence  (Rl), 
Wayne  (PA),  Glastonbury  and  Westport  (CT),  Merrillville  (IN),  Bedford  (NH), 
Portland  (ME),  Hoboken  (NJ),  Chicago  (IL),  and  Towson  (MD). 

• KeaMed  has  offices  in  Wayne  (PA),  Jericho  (NY),  and  Lexington  (MA). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Keane  has  an  IBM  System  38  and  a DEC  VAX- 1 1/750  installed  at  its  research 
and  development  facilities  in  Lexington  (MA).  A Wang  VS  85  is  installed  in 
Jericho  (NY). 

• There  are  about  27  small  business  systems  installed  at  facilities  management 
hospital  sites.  These  include  IBM  System  3 Model  34s,  IBM  System  38s,  and 
Wang  VS  systems. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  SEPTEMBER  1981 


KEANE,  INC. 

210  Commercial  Street 
Boston,  MA  02109 
(617)  742-5210 


John  F.  Keane,  President 
Public  Corporation,  OTC 
Total  Employees:  373 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $17,605,494 


KEANE,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


o Approximately  75%  of  Keane's  1982  revenue  was  from  professional  services 
and  25%  from  processing  facilities  management. 
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COMPANY  HIGHLIGHT 


KEANE,  INC 

210  Commercial  Street 
Boston,  MA  02109 
(617)  742-5210 


John  F.  Keane,  President 
Public  Corporation,  OTC 
Total  Employees:  422 
Total  Revenue,  Fiscal  Year  End 


12/31/80:  $17,322,107 


PRINCIPAL  BUSINESS  Keane,  Inc.,  formerly  known  as  Keane  Associates,  Inc., 
founded  in  1965,  provides  consulting  services  in  the  design,  implementation,  modifi- 
cation, and  management  of  computer  systems.  The  company  also  provides  facilities 
management  services  to  healthcare  institutions. 


FINANCIALS  ($  thousands,  except  per  share  data) 


Net  income  was  adversely  affected  in  1980  by  costs  associated  with 
excess  personnel  and  the  closing  of  offices  in  Toledo,  Detroit,  and 
Cleveland,  as  well  as  the  consolidation  of  Washington  and  Baltimore 
offices. 
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Expenditures  for  research  and  development  were  $445,000  for  1980,  an 
increase  of  223%  over  1979  expenditures  of  $197,000. 

Approximately  $100,000  of  expense  was  incurred  to  replace  obsolete 
equipment  at  client  facilities  in  order  to  renew  client  business  repre- 
senting $1.4  million  in  revenue  for  1980. 

SOURCES  OF  REVENUE 

70%  Professional  services. 

30%  Processing  services  (facilities  management). 

PRODUCTS  AND  SERVICES 

• Professional  services  are  performed  through  the  Information  Services  Division 
(ISD)  for  approximately  160  customers.  Over  1,500  different  organizations 
have  contracted  for  Keane's  services  since  1965. 

ISD  targets  its  services  to  Fortune  1000  companies  in  the  commercial 
EDP  marketplace. 

Services  provided  include  contract  programming,  systems  development, 
data  base  design,  and  teleprocessing  network  design  and  implementa- 
tion. 

Keane  has  experience  in  implementing  IMS,  TOTAL,  System  2000,  IDS, 
and  IDMS  data  base  systems. 

Teleprocessing  systems  experience  includes  CICS,  IMS-TP,  ENVIRON-I, 
and  TASK  MASTER. 

Keane  has  experience  in  developing  systems  for  most  major  large 
mainframe  manufacturers  in  addition  to  minicomputer  vendors  such  as 
Wang,  HP,  Data  General,  DEC,  Prime,  and  IBM  System  3. 

Productivity  Management,  a project  management  methodology  devel- 
oped initially  for  internal  use,  is  now  being  offered  to  clients  on  a 
seminar  basis. 

. The  methodology  encompasses  evaluating  and  selecting  person- 
nel, developing  rules  for  precise  cost  estimating,  progress 
measurement,  and  provisions  for  changes  in  the  scope  of  a 
project  or  operation. 

Professional  Services,  a new  group  within  ISD  which  started  in  1980, 
specializes  in  application  development  methodologies.  Areas  of  exper- 
tise include  data  base  systems,  manufacturing  systems,  minicomputers, 
software  engineering,  project  assurance,  communications,  office  auto- 
mation, and  distributive  processing. 
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. The  group  assists  branch  offices  with  internal  projects  and 
supports  client  development  efforts. 

• Keane's  KeaMed  Division,  established  by  an  acquisition  in  1974,  provides 
facilities  management  services  to  approximately  28  hospitals  in  the  225-  to 
850-bed  range. 

KeaMed  designs,  develops,  implements,  and  operates  over  80%  of  its 
clients'  computer  systems.  KeaMed  typically  owns  or  leases  the 
hardware,  although  it  is  usually  installed  at  the  client's  hospital  site. 

KeaMed  offers  a complete  line  of  both  on-line  and  batch  systems 
designed  for  interaction  with  each  other,  although  each  system  can  be 
purchased  separately.  Both  the  batch  and  on-line  systems  accommo- 
date special  client  requirements  such  as  microfiche,  labels,  or  tape-to- 
tape  output  production  and  backup. 

. The  On-line  Inpatient  ADT  (Admissions,  Discharge,  & Transfer) 
System  is  operating  at  three  hospitals.  Major  modules  are: 

Input. 


. Reservation  and  Prior  Admit  Reservation. 

. Admission,  Prior  Admit,  Emergency  Room, 

Newborn,  and  Return  Admission. 

. Transfer,  Discharge,  and  Financial  Disclosure. 

Maintenance. 

. Reservation,  Admission,  Transfer,  Discharge, 

Patient  Condition,  Financial  Disclosure,  and  File 
Recovery. 

Inquiry. 

. Census,  Nursing  Station,  Patient  Condition,  & 
Vacant  Bed. 

. Reservation,  Admission,  Transfer,  and  Discharge. 

. Transaction  Display  and  Occupancy  Recap. 

KeaMed  on-line  systems  allow  for  many  routine  reports,  rosters,  and 
worksheets  to  be  requested  directly  from  the  user's  workstation  on  an 
as-needed  basis. 

. The  principal  reports  (requested  directly  from  the  workstation) 
are: 


Reprint  Admission  Form. 

Detail  Report  (Reservation  or  Inpatient  Admission). 
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Reservation  Report  or  Worksheet. 

Inpatient  Reports,  Rosters,  and  Worksheets  including 
Admission,  Transfer,  Discharge,  Census,  Patient  Condi- 
tion, and  Adjusted  Midnight  Census. 

Other  KeaMed  on-line  systems  currently  operating  are  Outpatient 
Registration,  Central  Index,  Charge  Entry,  Chart  Deficiency,  and  On- 
line Inquiry  to  Batch  Receivables. 

The  Batch  Inpatient  Billing  & Accounts  Receivable  System  generates 
more  than  35  reports  and  is  operating  at  25  hospitals. 

. The  major  modules  are: 

Patient  Census  and  Daily  Financial  Transactions. 
Insurance,  Billing,  and  Income  Reporting. 

Accounts  Receivable  and  Collection. 

. The  principal  reports  include: 

Admission,  Discharge,  Transfer,  and  Correction  Reports. 
Room  and  Board  Listing  and  Patient  Condition  Reports. 
Exhaustion  of  Benefits  Report. 

Trial  Balance. 

Income  and  Statistics  by  Financial  Class  or  Nursing 
Station. 

Profile  Update  and  Doctor  Master  Update  Listings. 

Master  Transaction  Update  Listing. 

The  Batch  Accounts  Payable  System  is  in  use  at  25  hospitals. 

. The  major  modules  are: 

Voucher  Entry  and  Validation. 

Checkwriting  and  Reconciliation. 

Trial  Balance  and  General  Ledger  Distribution. 

Vendor  File  and  Analysis. 

. The  principal  reports  include: 

Vendor  File  Update  and  Listing. 

Checks  and  Remittance  Advice. 

Machine  Check  Register  and  Check  Reconciliation. 

Aged  Open  Items. 

Accounts  Payable  Distribution. 

Other  KeaMed  batch  systems  currently  operating  are  Outpatient  Billing 
& Accounts  Receivable,  Payroll/Personnel,  General/Budgeting/Finan- 
cial Statements  Ledger,  Property  Ledger  (Fixed  Assets),  Inventory, 
Fund  Raising,  and  Medical  Records. 
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. KeaMed  batch  billing  systems  accommodate  the  DRG  (Diagnosis 
Related  Group)  requirement  in  New  Jersey,  the  UBI  (Uniform 
Billing)  requirement  in  New  York,  and  other  such  billing  or 
insurance  special  requirements. 

INDUSTRY  MARKETS  Approximately  30%  of  Keane's  revenue  is  derived  from  the 
hospital  industry.  The  remaining  revenue  comes  from  companies  in  manufacturing, 
banking,  insurance,  distribution,  and  utilities  industry  sectors. 

GEOGRAPHIC  MARKETS  1980  revenue  was  derived  primarily  from  areas  surround- 
ing the  New  York-Boston-Chicago  corridors. 

OFFICE  LOCATIONS 

• ISD  has  offices  in  Boston,  MA;  Devon,  PA;  Glastonbury,  CT;  Manchester,  NH; 
Marlboro,  MA;  New  York,  NY;  Oak  Brook,  IL;  Providence,  Rl;  Totowa,  NJ; 
Towson,  MD;  Waltham,  MA  and  Westport,  CT. 

• KeaMed  has  offices  in  Dedham,  MA,  and  Jericho,  NY. 

COMPUTER  HARDWARE 

• Keane  has  an  IBM  System/3  installed  for  internal  applications. 

• There  are  about  30  small  business  systems  installed  at  facilities  management 
hospital  sites.  These  include  IBM  System  3 Model  34s,  IBM  System  38s,  Wang 
VS  systems,  and  Burroughs  mainframes. 
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COMPANY  HIGHLIGHT 


KEANE  ASSOCIATES,  INC. 

210  Commercial  Street 
Boston,  MA  02109 
(617) 742-5210 


John  F.  Keane,  President 
Public  corporation  (Boston  Exch.) 
Total  employees:  386 
Total  revenues,  fiscal  year  end 
12/31/77:  $7,323,000 


THE  COMPANY 

• Keane  Associates,  Inc.  (KAI)  was  incorporated  during  1965  in  Massachusetts 
and  was  primarily  a supplier  of  professional  programming  services. 

• Management  states  that  KAI  was  a pioneer  in  developing  Medicare  processing 
systems,  such  as  MMIS,  under  Title  XVIII  and  XIX  legislation,  and  that  KAI  was 
among  the  earliest  developers  of  Blue  Cross/Blue  Shield  insurance  carrier 
information  systems. 

• Today  KAI  is  organized  into  two  major  divisions:  Keane  Medical  (KeaMed)  and 
Information  Services. 

The  KeaMed  Division  provides  facilities  management  services  to  about 
1 6 hospitals. 

The  Information  Services  Division  performs  professional  services, 
largely  contract  programming,  for  approximately  160  customers. 

• Revenues  for  1978  are  projected  to  reach  $10.5  million,  an  increase  of 
approximately  43%  over  fiscal  1977  revenues  of  $7.3  million.  Net  income  for 
1977  was  5.5%  of  revenues,  as  shown  in  the  following  table: 

Five  Year  Financial  Summary  for  KAI 
($  thousand) 


Fiscal  Year 

Item  ' ' — 

1977 

1976 

1975 

1974 

1973 

Total  revenues 

$7,323 

$5,673 

$5,149 

$4,401 

$3,736 

Income  before  taxes 

551 

602 

557 

708 

698 

Income  after  taxes 

403 

355 

357 

361 

544 

Earnings  per  common  share 

.50 

.42 

.43 

.43 

.65 

August  1978 
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Expenditures  for  research  and  development  for  fiscal  1977  were  1%  to 
2%  of  revenues. 

• KAI's  300  employees  at  the  end  of  fiscal  1977  were  distributed  approximately 
as  follows: 


Marketing/sales  5% 

Software  services/customer  support  82 

Computer  operations  2 

General  and  administrative  I I 


100% 

• By  July  1978,  the  number  of  employees  had  increased  to  386,  categorized  as 
follows  by  KAI: 


Professional  and  technical  277 

Subcontract  7 

Marketing  18 

Administrative,  including  field  offices  59 

Clerical  20 

Part  time  5 


386  people 


KEY  PRODUCTS  AND  SERVICES 

• Professional  services  generated  approximately  70%  of  fiscal  1977  revenues  and 
facilities  management  processing  services  30%. 

• Professional  services,  provided  by  the  Information  Services  Division,  are 
comprised  primarily  of  contract  programming,  systems  development,  data  base 
design,  and  teleprocessing  network  design  and  implementation.  Professional 
services  are  sold  to  a variety  of  industries. 

KAI  frequently  assists  the  implementation  of  the  following  data  base 
systems:  IMS,  Total,  System  2000,  IDS,  and  IDMS. 

Teleprocessing  systems  in  which  KAI  personnel  become  involved  include 
CICS,  IMS-TP,  Environ- 1,  and  Task  Master.  Management  expects 
communications  work  involving  process  control  and  minicomputers  to 
comprise  a larger  portion  of  professional  services  work  in  the 
future — perhaps  20%  of  revenues  in  1979. 

Productivity  Management,  a service  offered  by  KAI,  focuses  on  the 
control  of  large  projects.  Included  in  the  process  is  the  evaluation  and 
selection  of  personnel,  rules  for  precise  cost  estimating  and  progress 
measurement,  and  provisions  for  changes  in  the  scope  of  a project  or 
operation. 
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• Facilities  management  (FM)  contracts  with  16  hospitals  comprise  100%  of 
processing  services  revenues.  Hospital  clients  range  in  size  from  200  beds  to 
800  beds.  Services  include  inpatient  billing,  accounts  receivable,  and  accounts 
payable. 

• The  Inpatient  Billing  & Accounts  Receivable  System,  comprised  of  more  than 
35  reports,  is  in  use  in  16  hospitals. 

The  six  major  modules  are: 

. Patient  census 

. Insurance 

. Daily  financial  transactions 

. Billing 

. Income  reporting 

. Accounts  receivable  and  collection 

The  principal  reports  include: 

. Admissions 

. Room/other  transfers 

. Corrections 

. Discharges 

. Room  and  board  listing 

. Patient  condition 

. Exhaustion  of  benefits 

. Trial  balance 

. Income  and  statistics  by  financial  class  and  by  nursing  station 
. Profile  update  listing 

. Doctor  update  listing 

. Master  transaction  update  listing 

• Accounts  Payable  System,  comprised  of  four  modules,  is  in  use  in  13  hospitals. 

The  four  major  modules  are: 

. Voucher  entry  and  validation 

. Checkwriting  and  reconciliation 

. Trial  balance  and  general  ledger  distribution 

. Vendor  file  and  analysis 

The  principal  reports  include: 

. Vendor  file  update  and  listing 

. Checks  and  remittance  advice 

. Machine  check  register 

. Aged  open  items 

. Accounts  payable  distribution 

. Check  reconciliation 


APPLICATIONS  KAI  processing  revenues  are  all  generated  by  industry  specialty 
processing.  Professional  services  have  general  business  and  utility  application. 
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INDUSTRY  MARKETS 

• The  hospital  industry  generated  30%  of  KAI's  1977  fiscal  revenues.  Remaining 
revenues  were  distributed  through  industry  sectors  as  shown  in  Exhibit  I. 


EXHIBIT  I 

KEANE  USERS  BY  INDUSTRY  TYPE 


INDUSTRY 

//  USERS 

SPECIFIC  USERS 

MANUFACTURING 

145 

Polaroid,  Texas  Instruments,  General  Dynamics, 
GTE  Sylvania,  Milton  Bradley,  General  Motors, 
EXXON,  American  Optical. 

BANKING  AND 
FINANCE 

62 

Manufacturers  National,  Federal  Reserve,  State 
Street  Bank,  Hospital  Trust,  First  National  Bank, 
Boston  Safe  Deposit,  Savings  Bank  Life,  Fidelity 
Bank. 

INSURANCE 

48 

Liberty  Mutual,  John  Hancock,  Hartford  Group, 
Connecticut  General,  Travelers,  Aetna, 

Metropolitan,  Equitable. 

WHOLESALE 

DISTRIBUTION 

37 

RETAIL 

DISTRIBUTION 

28 

Filene's,  Jordan  Marsh,  Dunkin'  Donuts,  Zayres, 
M&M  Mars,  Thom  McAn,  S.S.  Kresge's,  J.C. 
Penney. 

SERVICES 

24 

HEALTH  CARE 

21 

Blue  Cross-Mass.,  Blue  Cross-Mich.,  Peter  Bent 
Brigham,  New  England  Medical,  Children's 
Hospital,  Mass.  General  Hospital,  Public  Health, 
Mental  Health. 

EDUCATION 

18 

UTILITIES 

18 

Detroit  Edison,  New  England  Electric,  New 
England  Telephone,  Southern  New  England 
Telephone,  Northeast  Utilities,  New  England 
Gas,  New  England  Power,  Central  Vermont. 

GOVERNMENT 

16 

Commonwealth  of  Massachusetts,  State  of 
Rhode  Island,  State  of  Michigan,  City  of  Boston, 
State  of  New  Hampshire,  State  of  Connecticut. 

OTHER 

80 
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GEOGRAPHIC  MARKETS  Fiscal  1977  revenues  were  derived  primarily  from  East  of 
the  Mississippi,  as  shown  below: 


New  England 

40% 

Middle  Atlantic 

35 

East  North  Central 

10 

West  North  Central 

15 

100% 

COMPUTER  HARDWARE  AND  SOFTWARE 

• An  IBM  System/3,  used  for  internal  accounting  applications,  is  KAI's  only  in- 
house  computer. 

• Sixteen  small  business  systems  are  installed  at  FM  hospital  sites.  These 
machines  include  IBM  System/3  Model  34  minicomputers  and  Burroughs 
mainframes  that  are  owned  or  leased  by  KAI. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


July  1995 


Kenan  Systems  Corporation 


President:  Dr.  Kenan  Sahin 

One  Main  Street 
Cambridge,  MA  02142-1517 
Phone:  (617)225-2200 

Fax:  (617)225-2220 


ip  Kenan 
mm  Systems 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Private 
120  (7/95) 
$12,000,000* 
12/31/94 


* INPUT  estimate 


Company  Description 

Kenan  Systems  Corporation  was  founded  in 
1983  to  build  strategic  software  applications 
for  large  companies.  The  company  currently 
provides  custom  application  development  and 
consulting  services  and  software  products  for 
enterprise-wide  decision  support  and 
transaction  systems. 


currently  develops,  markets  and  supports  two 
product  families: 

• Acumate™  ES  is  a multi-user,  client/server- 
based  on-line  analytical  processing  (OLAP) 
system  that  combines  the  power  of  decision 
support  software  (DSS)  with  ease  of  use  of 
executive  information  systems  (E1S). 

• Arbor™/BP  is  an  advanced  billing  and 
customer  care  platform  used  by 
international  telecommunications 
organizations,  on-line  service  providers  and 
cable  TV  suppliers  to  meet  a range  of  billing 
and  customer  support  needs. 


Software  products  are  provided  through  the 
company’s  Kenan  Technologies  division  which 


Organization  and  Structure 

Kenan  Systems  provides  applications 
development  and  consulting  services. 
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Kenan  Technologies  is  a division  of  Kenan 
Systems  that  was  formed  in  1989  to  leverage 
the  knowledge  the  company  had  gained  in 
strategic  systems  development  to  build  off-the 
shelf  software. 

In  addition  to  its  headquarters  in  Cambridge 
(MA),  Kenan  maintains  offices  in  Denver 
(CO),  Washington,  D.C.,  Bound  Brook  (NJ) 
and  San  Francisco  (CA).  The  company 
supports  European  operations  and  customers 
from  its  office  in  London  (England). 

Company  Strategy 

The  company’s  strategy  is  to  develop 
complementary  but  diverse  business  units  in: 

• Custom  application  software  development 

• On-line  analytical  processing  solutions, 
including  EIS/DSS  and  other  specialized 
applications 

• Billing  and  customer  care  solutions  for 
communications  and  on-line  service 
providers 

Financials 

INPUT  estimate’s  that  Kenan  Systems 
Corporation’s  1994  revenue  was 
approximately  $12  million,  compared  to  an 
estimated  $10  million  in  revenue  for  1993.  It 
is  anticipated  that  1995  revenue  will  increase 
25%. 

The  company  has  operated  profitably  since  its 
inception  in  1983. 

Revenue  Analysis  by  Product / Service 
It  is  estimated  that  approximately  30%  of 
Kenan  Systems’  revenue  is  derived  from 
applications  development  and  consulting 
professional  services  and  70%  from  software 
products  offered  through  Kenan  Technologies. 


Industry  Markets 

Kenan  Systems  applications  development  and 
consulting  revenue  is  derived  primarily  from 
large  organizations  in  government  and  the 
communications  and  financial  services 
industries. 

Kenan  Technologies’  revenue  is  derived  from 
clients  in  a range  of  industries,  including 
consumer  packaged  goods,  pharmaceuticals, 
retail,  publishing,  insurance,  banking  and 
telecommunications. 

Geographic  Markets 

Approximately  75%  of  Kenan  Systems’  1994 
revenue  was  derived  from  the  U.S.  and  25% 
from  international  sources. 

Employees 

Of  Kenan  Systems’  120  employees, 
approximately  50  are  involved  with  custom 
software  development  and  consulting 
activities  and  70  with  software  products. 
Employees  are  segmented  approximately  as 
follows: 


Marketing  and  sales 15 

Customer  support 10 

Research  and  development 35 

Consulting 50 

General  and  administrative 10 


120 

Key  Products  and  Services 

Kenan  Systems  provides  professional  services 
and  software  products  as  follows: 

Professional  Services 

Kenan  Systems  offers  custom  applications 
development  and  consulting  services  in  the 
following  areas: 

• Decision  support  and  executive  information 
systems  (DSS/EIS) 
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• Budgeting  and  financial  modeling 

• Operations,  including  network  modeling  and 
simulation 

• Marketing  and  sales  applications  for 
analyzing  profitability,  market  share  and 
competitors 

• Statistical  sampling,  analysis  and  software 

Examples  of  recent  projects  include  the 
following: 

• A national  operations  simulation  model  for 
evaluating  the  impact  of  a multibillion 
dollar  equipment  deployment  program 

• An  automated  budgeting  system  for 
generating  a $40  billion  budget  and 
providing  computer-based  tools  for  analysis 
and  reporting 

• A client/server  system  that  provides  on-line 
access  to  competitor  and  market  information 

Software  Products 

Acumate  ES  is  an  on-line  analytical 
processing  (OLAP)  system  with  a client/server 
architecture  designed  to  increase  end-user 
productivity  by  providing  seamless  access  to 
and  analysis  of  enterprise-wide  data.  Users 
can  retrieve  and  analyze  business  data  using 
Acumate  ES’  graphically-based  analysis  and 
reporting  tools.  Executive  decision  makers 
and  analysts  can  drill  down,  roll  up  and  rotate 
through  views  of  data  for  answers  to  critical 
business  questions. 

• Acumate  ES  is  used  by  companies  seeking  to 
improve  efforts  in  sales  and  marketing, 
promotion  and  customer  analysis,  financial 
consolidation  and  modeling,  profit  planning 
and  portfolio  tracking. 


• Acumate  ES  is  based  on  Kenan’s 
Multiway™  multidimensional  database  and 
4GL  that  stores  data  in  multidimensional 
arrays  that  have  no  imposed  limits  on  size, 
number  or  complexity.  Multiway  also 
integrates  large  stores  of  data  from  multiple 
sources  with  dynamic  SQL  links  to 
relational  databases  such  as  DB2,  INGRES, 
Microsoft  SQL  Server,  Oracle,  Rdb  and 
Sybase. 

• The  Acumate  ES  product  family  includes 
the  following  components: 

- Multiway  is  a multidimensional  database 
and  development  environment  featuring  a 
4GL  and  application  programming 
interfaces  (APIs)  to  support  popular 
graphical  user  interface  (GUI) 
development  tools  such  as  Visual  Basic, 
PowerBuilder  and  C++.  Multiway  also 
includes  powerful  data  loading  tools 
designed  to  assist  database  administrators 
in  the  loading  and  configuring  of 
multidimensional  data  sets. 

- Acutrieve™  is  an  off-the  shelf  decision 
support  system  optimized  for  analysts  and 
other  data-intensive  users  that  provides  a 
generic  decision  support  application  for 
turning  data  into  information. 

- Spreadsheet  Toolkit  is  an  application  for 
analysts  who  want  to  access  subsets  of 
multidimensional  data  via  popular 
spreadsheets  such  as  Microsoft  Excel. 

- Acumate  VBXs  are  Visual  Basic  custom 
controls  with  Acumate-specific  capabilities 
built  in,  for  those  wishing  to  develop  their 
own  application  front-ends  under 
Windows. 

• There  are  currently  more  than  150  Acumate 
ES  installations  for  approximately  120 
clients  worldwide. 
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• In  Europe,  Acumate  ES  is  marketed  under 
the  name  Acumen™  ES 

Arbor/BP  is  a highly  configurable  UNIX-based 
billing  and  customer  care  solution  specifically 
designed  for  the  demands  of  the 
telecommunications  and  on-line  services 
industries. 

• Arbor/BP  provides  a range  of  hilling 
functions,  including  message  processing, 
rating,  discounting,  bill  production, 
remittance  processing,  accounts  receivable, 
collections  and  journaling. 

• At  the  same  time,  Arbor/BP  provides  critical 
customer  care  functions,  such  as  customized 
bill  formatting  and  distribution,  on-line 
account  inquiry,  customer  provisioning  and 
invoice  adjustments. 

• The  system’s  design  emphasizes  data 
integrity  and  facilitates  error  tracking  and 
correction.  A fully  table  driven  architecture 
based  on  a relational  database  management 
system  allows  users  to  respond  to  evolving 
customer  needs. 

• Arbor/BP  is  engineered  to  grow  with  an 
enterprise  in  three  key  areas — transaction 
volume,  functionality  and  customer  demand. 

• Arbor/BP  is  written  in  C and  leverages  open 
systems,  a distributed  client/server 
architecture  and  uses  standard  networking 
protocols. 

• Other  Arbor/BP  features  include  an  X- 
Windows  based  graphical  user  interface, 
multiple  windows,  full  color  options,  mouse 
support,  pop-up  menus  standard  reports 
and  support  for  multiple  languages  and 
currencies. 

• There  are  currently  12  Arbor/BP 
installations  for  7 clients. 


• During  1994,  Kenan  Technologies’  was 
awarded  a contract  for  an  Arbor/BP  billing 
application  for  AT&T’s  new  PersonaLink 
wireless  digital  assistant  service. 

Clients 

Professional  services  clients  include  the 
United  States  Postal  Service,  British  Royal 
Mail,  Signet  Bank  and  Citibank. 

Acumate  ES  clients  include  Tropicana 
Products,  Hechinger  Stores  Company,  British 
Petroleum,  the  Mars  Corporation,  Zeneca 
Pharmaceutical,  Prudential  Insurance,  GTE, 
Hewlett-Packard  and  Unisys. 

Arbor/BP  clients  include  AT&T,  British 
Telecom,  Delphi  Internet,  Motorola  and  U S 
WEST. 

Marketing  and  Sales 

Applications  development  and  consulting 
services  are  marketed  through  Kenan 
Systems’  direct  sales  force. 

Acumate  ES  is  marketed  through  direct  sales 
channels.  The  company  also  partners  with 
Digital,  Hewlett-Packard  and  selected  value- 
added  resellers  for  the  distribution  of 
Acumate  in  the  U.S. 

Arbor/BP  is  marketed  through  direct  sales 
channels  and  through  selected  business 
partners,  including  Hewlett-Packard,  Sun 
Microsystems,  AT&T  GIS  and  Sybase. 

Alliances 

Kenan  Systems’  has  alliances/agreements 
with  various  vendors,  including  Hewlett- 
Packard,  AT&T  GIS,  Sun  Microsystems, 
Unisys,  Sequent,  Sybase  and  Oracle. 
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Competition 

Applications  development  and  consulting 
services  competitors  include  Coopers  & 
Lybrand,  KPMG  and  Arthur  D.  Little. 

Acumate  ES  competitors  include  Comshare, 
Pilot  Software,  Arbor  Software  and  IRI. 

Arbor/BP  competitors  include  Cincinnati  Bell 
Information  Systems,  EDS,  Andersen 
Consulting  and  Computer  Sciences 
Corporation. 
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KEYDATA  CORPORATION  Robert  M.  Bienkowski,  President  and  CEO 

85  East  Belcher  Road  Public  Corporation:  OTC 

Foxboro,  MA  02035  Total  Employees:  20 

(617)  543-7921  Total  Revenue,  Fiscal  Year  End 

7/31/87:  $2,340,807 


The  Company  Keydata  Corporation  markets  the  PICK-based  Modular 

Interactive  Distribution  Accounting  System  (MIDAS)  as  a turnkey 
system  to  the  distribution  and  manufacturing  industries. 

• Keydata  was  organized  in  1959  as  a consulting  and  software 
firm.  In  1965  , the  company  pioneered  in  providing  interactive 
processing  services  to  distributors  and  manufacturers,  and  in 
1970  became  a public  corporation. 

• Since  1980  the  company  has  conducted  only  minimal  marketing 
and  sales  activities  for  its  processing  services  because  of  the 
following: 

- During  the  1970s  an  increasing  percent  of  Keydata's  revenue 
was  derived  from  multi-location  companies  seeking  a means 
of  tying  their  various  distribution  centers  to  a central  data 
base,  often  while  they  were  perfecting  their  own  in-house 
systems.  This  processing  business  base  was  especially 
vulnerable  to  non-renewal. 

- During  the  period  between  1980  and  1982,  when  Keydata 
was  involved  in  reorganization  proceedings  under  Chapter 
11  of  the  Bankruptcy  Code,  virtually  all  of  Keydata's  multi- 
location processing  services  customers  terminated  their 
service  contracts  or  advised  Keydata  of  their  intention  to 
terminate. 

- Keydata  has  also  lost  medium-sized  and  smaller  company 
processing  customers  who  elected  to  purchase  their  own 
minicomputer  systems. 

- Because  of  the  decision  of  Sperry  Corporation  in  1979  to 
discontinue  certain  hardware,  Keydata's  data  center  (with 
related  software)  became  technologically  obsolete,  resulting 
in  a steady  loss  of  processing  customers. 
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• In  early  1986,  because  the  company  could  no  longer  reduce 
operating  expenses  sufficiently  to  offset  declining  revenue, 
Keydata  began  phasing  out  its  processing  services  business  and 
began  evaluating  a minicomputer-based  wholesale  distribution 
turnkey  system  (MIDAS)  to  support  its  existing  and  possible 
new  customers. 

- Customers  were  informed  of  the  decision  to  phase  out 

processing  services  and  were  offered  the  option  of  converting 
to  MIDAS.  Most  customers  opted  to  leave  Keydata,  but 
several  have  signed  contracts  for  MIDAS. 

Fiscal  1987  revenue  was  $2.3  million,  a 44%  decrease  from  fiscal 
1986  revenue  of  $4.2  million.  Net  losses  reached  $981,000, 
compared  to  net  losses  of  $169,000  in  fiscal  1986.  A five-year 
financial  summary  follows: 

KEYDATA  COROPRATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

7/87 

7/86 

7/85 

7/84 

7/83 

Revenue 

• Percent  increase 

$2,341 

$4,190 

$4,415 

$5,496 

$5,847 

(decrease)  from 
previous  year 

(44%) 

(5%) 

(20%) 

(6%) 

(35%) 

Income  (loss)  before 
taxes  and 

extraordinary  items 
• Percent  increase 

$(981) 

$(169) 

$(143) 

$12 

$(1,715) 

(decrease)  from 
previous  year 

(480%) 

(18%) 

* 

101% 

(268%) 

Net  income  (loss) 

• Percent  increase 

$(981) 

$(169) 

$(143) 

$34 

(a) 

$(925) 

(a) 

(decrease)  from 

previous  year 

(480%) 

(18%) 

(521%) 

104% 

(125%) 

Earnings  (loss)  per 
share 

• Percent  increase 

$(0.68) 

$(0.12) 

$(0.11) 

$0.01 

$(1.39) 

(decrease)  from 
previous  year 

(467%) 

(9%) 

(467%) 

104% 

(113%) 

* Percent  change  exceeds  1,000%. 

(a)  Includes  gains  (relating  to  the  bankruptcy  settlement)  of  $21,795  for  fiscal  1984  and  $790,685 
for  fiscal  1983. 
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Keydata  management  attributes  declines  in  revenue  to  the 
attrition  of  the  company's  processing  services  customers. 

• Keydata  plans  to  market  its  turnkey  system  to  new  prospects  to 
attract  new  business  and  to  offset  the  revenue  loss  resulting 
from  the  discontinuance  of  its  processing  services. 

The  company  reported  no  expenditures  related  to  research  and 
development  in  fiscal  1987,  compared  to  $325,728  (8%  of  revenue) 
in  fiscal  1986,  and  $286,625  (7%  of  revenue)  in  fiscal  1985. 

Revenue  for  the  three  months  ending  October  31,  1987  was 
$411,000,  a 40%  decline  from  $683,000  for  the  same  period  in 
1986.  Net  losses  were  $48,000,  compared  to  losses  of  $285,000  for 
the  comparable  period  in  1986. 


Key  Products  and  Approximately  93%  of  Keydata's  fiscal  1987  revenue  was  derived 
Services  from  on-line  processing  services,  6%  from  turnkey  systems,  and 

1%  from  other  income.  A three-year  summary  of  source  of 
revenue  follows: 


KEYDATA  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

7/87 

7/86 

7/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Processing  services 

$2,179 

93% 

$3,724 

89% 

$4,362 

99% 

Turnkey  systems 

144 

6% 

323 

8% 

53 

1% 

Other 

18 

1% 

143 

3% 

-- 

-- 

TOTAL 

$2,341 

100% 

$4,190 

100% 

$4,415 

100% 

Keydata  currently  markets  MIDAS,  a wholesale  distribution 
turnkey  system  targeted  to  distributors  and  maufacturers  of  all 
sizes  with  multiple  locations. 

• MIDAS  supports  the  PICK  operating  system.  Keydata  is 
currently  marketing  MIDAS  primarily  with  General 
Automation  7820  computers. 
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• Application  modules  include  Order  Entry,  Accounts  Payable, 
Accounts  Receivable,  General  Ledger,  Invoicing,  Inventory, 
and  Sales  Analysis. 


Industry  Markets  Keydata  derives  its  revenue  from  the  wholesale  distribution 

manufacturing  industries. 


Geographic  Approximately  85%  of  Keydata's  fiscal  1987  revenue  was  derived 

Markets  from  the  U.S.  and  15%  from  Canada.  A three-year  summary  of 

geographic  source  of  revenue  follows: 


KEYDATA  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  thousands) 


FISCAL  YEAR 

7/87 

7/86 

7/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$1,998 

85% 

$2,909 

69% 

$2,600 

59% 

Canada 

343 

15% 

1,281 

31% 

1,815 

41% 

TOTAL 

$2,341 

100% 

$4,190 

100% 

$4,415 

100% 

In  February  1987  Keydata  discontinued  its  Canadian  branch 
operations  in  Montreal  and  Toronto  in  conjunction  with  the  close- 
down of  its  processing  services  business. 


Computer 
Hardware  and 
Software 


Keydata  has  General  Automation  computers,  operating  under 
PICK,  installed  at  its  headquarters  for  product  development  and 
support. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  MAY  1982* 


KEYDATA  CORPORATION 

580  Washington  Street 
Newton,  M A 02 1 58- 1 49 1 
(617) 964-5400 


Robert  M.  Bienkowski,  Chairman  and 
President 

Public  Corporation,  OTC 
Total  Employees:  59 
Total  Revenue,  Fiscal  Year  End 
7/31/85:  $4,414,614 


KEYDATA 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


" — — FISCAL  YEAR 

ITEM 

7/85 

7/84 

7/83 

7/82 

7/81 

Revenue 

. Percent  increase 
(decrease)  from 

$4,415 

$ 5,496 

$5,847 

$ 9,062 

$ 11,839 

previous  year 

Income  (loss)  before 
taxes  and  extraordinary 

(20%) 

(6%) 

(35%) 

(23%) 

(28%) 

item 

. Percent  increase 
(decrease)  from 

$ (143) 

$ 23 

$(1,695) 

$ 1,010 

$ (530) 

previous  year 

(722%) 

101% 

(268%) 

291% 

87% 

Net  income  (loss)  (a) 
. Percent  increase 
(decrease)  from 

$ (143) 

$ 34 

$ (925) 

$ 3,688 

$ (738) 

previous  year 
Earnings  (loss)  per 

(521%) 

104% 

(125%) 

600% 

81% 

share  (b) 

. Percent  increase 
(decrease)  from 

$ (0.1 1) 

$ 0.03 

$ (0.75) 

$ 5.66 

$ (1.16) 

previous  year 

(467%) 

104% 

(1 13%) 

588% 

82% 

(a)  Includes  gain  on  bankruptcy  settlement  of  $21,795  in  fiscal  1984,  $790,685  in 
fiscal  1983,  and  $2.8  million  in  fiscal  1982. 

(b)  Adjusted  for  .277-for-l  stock  split  on  July  30,  1982. 


♦Replaces  Financial  Update  of  January  1984 
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SOURCE  OF  REVENUE 


• Keydata  derived  its  fiscal  1985  revenue  from  interactive  remote  computing 
services  provided  primarily  to  companies  in  the  distribution  and  manufacturing 
industries  in  the  U.S.  and  Canada. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  MAY  1982 


KEYDATA  CORPORATION  Robert  M.  Bienkowski,  Chairman  and 

108  Water  Street  President 

Watertown,  MA  02172  Public  Corporation,  OTC 

(617)  924-1200  Total  Employees:  60 

Total  Revenue,  Fiscal  Year  End 
7/31/83:  $5,846,596 


KEYDATA 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~~ — FISCAL  YEAR 

ITEM  _ 

7/83 

7/82 

7/81 

7/80 

7/79 

Revenue 

. Percent  increase 
(decrease)  from 

$ 5,847 

$ 9,062 

$ 1 1,839 

$ 16,460 

$ 16,792 

previous  year 

Income  (loss)  before 
taxes  and  extraordinary 

(35%) 

(23%) 

(28%) 

(2%) 

11% 

item 

. Percent  increase 
(decrease)  from 

$ 0,696) 

$ 1,010 

$ (530) 

$ (3,983) 

$ (1,633) 

previous  year 

(268%) 

291% 

87% 

(144%) 

(434%) 

Net  income  (loss)  (a) 
. Percent  increase 
(decrease)  from 

$ (925) 

$ 3,688 

$ (738) 

$ (3,983) 

$ (1,633) 

previous  year 
Earnings  (loss)  per 

(125%) 

600% 

81% 

(144%) 

(434%) 

share  (b) 

. Percent  increase 
(decrease)  from 

$ (0.75) 

$ 5.66 

$ (U6) 

$ (6.40) 

$ (2.42) 

previous  year 

(1  13%) 

588% 

82% 

(164%) 

N/A 

(a)  Includes  gain  on  bankruptcy  settlement  of  $790,685  in  fiscal  1983  and  $2.8 
million  in  fiscal  1 982. 

(b)  Adjusted  for  .277-for-l  stock  split  on  July  30,  1982. 


SOURCE  OF  REVENUE 

• Keydata  derived  its  fiscal  1983  revenue  from  interactive  remote  computing 
services. 
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COMPANY  HIGHLIGHT 


KEYDATA  CORPORATION 

108  Water  Street 
Watertown,  MA  02 1 72 
(617)  924-1200 


William  H.  McMorrow,  President  and 
CEO 

Public  Corporation,  Chapter  I I 
Total  Employees:  120 
Total  Revenue,  Fiscal  Year  End 
7/31/81:  $11,839,000 


THE  COMPANY 

• Keydata  was  organized  in  1959  as  a consulting  and  software  firm.  In  1965,  the 
company  pioneered  in  providing  interactive  processing  services,  and  in  1970 
became  a public  corporation.  Clients  include  distributors  and  manufacturers 
throughout  the  United  States  and  Canada. 

On  October  31,  1980,  Keydata  filed  a petition  for  reorganization  under 
Chapter  I I of  the  Federal  Bankruptcy  Code.  Prior  to  filing  the 
petition,  Keydata  experienced  severe  cash  flow  difficulties  and  was 
unable  to  obtain  additional  working  capital  from  its  principal  lenders. 

• Fiscal  1981  revenue  was  $11.8  million,  down  28%  from  1980  revenue  of  $16.5 
million.  Keydata  registered  a net  loss  of  $1.1  million  in  1981,  up  77%  from 
1980's  net  loss  of  almost  $4  million.  A five-year  financial  summary  follows: 
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KEYDATA 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


' --^FISCAL  YEAR 

< 

00 

r~~ 

7/80 

7/79 

7/78 

7/77 

ITEM 

Revenue 

$11 ,839 

$16,460 

$16,792 

$15,066 

$14,558 

. Percent  increase 

(decrease)  from 
previous  year 

(28%) 

(2%) 

11% 

3% 

(2%) 

Income  before  taxes 

and  extraordinary  item 
. Percent  increase 

$ (929) 

$(3,983) 

$(1,633) 

$ (306) 

$ 383 

(decrease)  from 
previous  year 

77% 

(144%) 

(434%) 

(180%) 

(68%) 

Net  income 

$(1,137) 

$(3,983) 

$(1,633) 

$ (306) 

$ 349 

. Percent  increase 

(decrease)  from 
previous  year 

71% 

(144%) 

(434%) 

(188%) 

(68%) 

Earnings  per  share 

$ (0.50) 

$ (1.77) 

$ (0.67) 

$ (0.11) 

$ 0.13 

. Percent  increase 

(decrease)  from 
previous  year 

72% 

(164%) 

(509%) 

(185%) 

(68%) 

(A)  Unaudited  financials  obtained  from  Appendix  A to  Keydata's  Disclosure  State- 
ment. 


• Fiscal  1977  was  Keydata's  last  profitable  year  prior  to  Chapter  I I.  From  that 
year  on,  operating  expenses  increased  faster  than  revenue. 

During  this  period,  Keydata  added  a substantial  number  of  personnel, 
doubled  its  marketing  organization,  and  added  several  offices  in  order 
to  support  new  product  development. 

By  October  1980,  Keydata's  accounts  payable  amounted  to  approxi- 
mately $2.7  million,  and  unsecured  debt  totaled  approximately  $7 
million. 

• During  the  three  years  and  three  months  preceding  Chapter  I I,  Keydata's  net 
losses  totaled  $6.6  million.  Of  this  amount,  approximately  $1.1  million 
resulted  from  Keydata's  on-line  processing  services;  $3  million  from  its  Unity 
Series  product;  and  $2.5  million  from  its  Universe  program. 

From  April  1978  until  filing  for  Chapter  II,  Keydata  marketed  the 
Unity  Series,  a turnkey  system  based  on  Data  General  Nova  3 mini- 
computers and  Keydata/lnfomark  software  with  prices  ranging  from 
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$48,000  to  $290,000.  The  company  derived  approximately  $3  million  in 
revenue  during  fiscal  1979  and  1980  from  35  installations  of  the 
product. 

. In  20  of  the  35  installations,  customers  experienced  problems 
with  software  and  system  throughput.  Unity  System  uncollected 
receivables  ultimately  amounted  to  $900,000,  and  Keydata 
incurred  additional  expenses  for  software  rewrites. 

During  fiscal  1979  and  1980,  Keydata  invested  approximately  $3  million 
in  the  Universe  distributed  processing  system,  developing  software  for 
use  on  DEC  VAX  equipment.  Keydata  ultimately  derived  a total  of 
$404,000  for  software  development  from  one  customer,  plus  payments 
for  the  purchase  of  DEC  hardware.  The  project  was  terminated  45  days 
after  the  Chapter  I I petition  was  filed. 

• For  the  seven  months  ended  February  28,  1982,  Keydata  reported  revenue  of 
$6  million,  net  income  of  $1.3  million,  and  an  increase  in  working  capital  of 
$1.6  million.  Profitable  operations  were  due  to  reductions  in  staff,  rent,  and 
equipment  finance  charges;  the  closing  of  several  regional  offices  and  consoli- 
dation of  staff  to  current  headquarters;  and  the  elimination  of  finance  charges 
resulting  from  Keydata's  revolving  credit  line  with  its  previous  lender. 

• In  April  1982,  Keydata  submitted  its  Second  Amended  Plan  of  Reorganization, 
followed  by  a Disclosure  Statement,  for  approval  by  affected  creditors  and 
shareholders.  The  Plan,  resulting  from  negotiations  between  Keydata  and  the 
Creditors  Committee  (representing  unsecured  creditors),  provides  for  the 
continuation  of  the  company's  business  with  all  claims  of  creditors  satisfied  by 
cash,  notes,  and  new  common  stock.  The  Plan  is  in  the  process  of  being  voted 
on,  and  a confirmation  hearing  will  take  place  on  June  30. 

As  of  February  28,  1982,  Keydata  had  accumulated  over  $2.6  million  in 
cash  funds  from  operations  during  Chapter  I I proceedings.  These  funds 
will  be  used  for  internal  research  and  development  and  investment 
purposes,  for  payment  of  unsecured  creditors,  and  to  meet  the  cash 
requirements  of  the  plan. 

Keydata  plans  to  apply  for  inclusion  of  its  new  common  stock  in  the 
NASDQ  Over-the-Counter  quotation  system. 

• Keydata's  workforce  dropped  from  a total  of  350  at  the  end  of  fiscal  1979  to  a 
current  total  of  120.  Employees  are  distributed  approximately  as  follows: 

Marketing/sales  24 

Operations,  programming, 
and  support  72 

General  and  administrative  24 

120 
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KEY  PRODUCTS  AND  SERVICES 

• Keydata  derives  100%  of  its  revenue  from  the  provision  of  interactive  remote 
computing  services  to  approximately  200  clients  in  the  wholesale  distribution 
and  manufacturing  industries. 

Keydata's  traditional  market  has  been  the  medium-sized  and  smaller 
company,  usually  a first-time  user  operating  a single  location. 

Prior  to  the  Chapter  I I proceedings,  an  increasing  percentage  of  the 
company's  revenue  was  derived  from  multi  location  firms  in  the  $10  to 
$15  million  revenue  range,  using  Keydata's  services  to  tie  their  various 
distribution  centers  to  a central  data  base.  During  the  Chapter  I I 
proceedings,  the  majority  of  these  clients  have  either  terminated  or 
advised  Keydata  that  they  will  terminate. 

• Keydata  provides  two  major  types  of  on-line  services: 

The  Distribution  Accounting  Service  supplies  clients  with  applications 
including  financial  reporting,  order  processing,  invoicing,  inventory 
control,  back  ordering,  accounts  payable  and  receivable,  general  ledger, 
sales  analysis,  and  management  reports.  Customers  pay  for  this  type  of 
service  on  a usage  basis. 

The  Keydata  System  800  is  a package-price  service  providing  order 
processing,  invoicing,  back  ordering,  inventory  control,  accounts  receiv- 
able, sales  analysis,  and  purchase  order  preparation  for  a fixed  fee  of 
$800  per  month  per  terminal.  Local  telephone  line  and  report  delivery 
charges  are  extra. 

. Up  to  seven  terminals  at  various  locations  may  be  linked  to  a 
central  information  file  for  centralized  control. 

. The  system  provides  automatic  notification  of  conditions  requir- 
ing management  attention,  as  well  as  over  60  accounting, 
inventory,  sales  analysis,  and  purchase  order  management 
reports. 

. An  accounts  payable/general  ledger  service  which  distributes 
expenses,  controls  accounts  payable  liabilities,  produces  checks, 
records  journal  entries,  and  supplies  applicable  management 
reports  is  available  for  an  additional  cost  of  $100  per  terminal 
per  month. 

• During  the  first  year  of  Chapter  I I proceedings,  Keydata  expended  little  or  no 
effort  on  research  and  development.  The  company  plans  to  initiate  the 
following  improvements  upon  confirmation  of  the  reorganization  plan: 

Purchase  new  mainframe  and  terminal  equipment. 

Convert  existing  applications  to  the  new  system. 
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Develop  a data  base  system  incorporating  a higher-level  programming 
language. 

Expand  its  applications  to  include  accounting  systems  for  manufac- 
turers, on-line  reporting  capabilities,  electronic  mail,  and  word  pro- 
cessing. 

INDUSTRY  MARKETS 

• The  wholesale  distribution  industry  in  the  U.S.  and  Canada  generates  75%  of 
Keydata's  revenue,  while  manufacturing  companies  account  for  the  remaining 
25%. 

GEOGRAPHIC  MARKETS 

• Eighty-six  percent  of  fiscal  1981  revenue  was  derived  from  the  U.S.,  princi- 
pally from  the  East  Coast. 

U.S.  office  locations  include  Watertown  (NY)  and  New  York  City.  The 
company  has  closed  approximately  10  offices  since  it  filed  for  bank- 
ruptcy. 

• Processing  services  provided  to  Canadian  clients  accounted  for  14%  of  1981 
revenue.  Keydata  distributes  its  services  in  Canada  through  a licensing 
agreement  with  Canada  Systems  Group  (CSG).  All  contractual  arrangements 
are  with  CSG,  rather  than  with  end  users.  CSG  maintains  marketing  offices  in 
Montreal  and  Toronto. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Keydata  maintains  the  following  equipment  at  its  Foxboro  (MA)  processing 
center: 

5 Univac  494s. 

2 DEC  PDP- 1 I /70s. 

• A nationwide  network  of  dedicated  communications  lines  connects  48  data 
communications  concentrators  in  29  cities  throughout  the  U.S.  and  Canada, 
most  of  which  are  DEC  PDP- 1 Is. 
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2471  EAST  BAYSHORE  ROAD,  SUITE  600  PALO  ALTO,  CA  94303  (415)  493-1600 


WARREN  N.  SARGENT,  JR. 

DIRECTOR,  INFORMATION 
PROCESSING  SERVICES  PROGRAMS 
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COMPANY  HIGHLIGHT 


KEYDATA  CORPORATION 

20  William  Street 
Wellesley,  MA  02181 
(617)  237-6930 


L.  Edwin  Donegan,  Jr.,  President 
Public  Corporation,  OTC 
Total  Employees:  350 
Net  Operation  Revenues,  Fiscal 
Year  End,  July  31,  1978: 
$15,066,000 


THE  COMPANY 

• Keydata  provides  both  interactive  business  data  processing  services  and 
packaged  stand-alone  minicomputer  systems  to  large  and  small  distributors 
and  manufacturers  throughout  the  United  States  and  Canada. 

• Between  fiscal  1977  and  1978,  revenues  increased  3.48%  from  $14.5  million  to 
15.0  million.  Net  income  decreased  from  $349,000  to  a loss  of  $306,000  in 
fiscal  1978.  Earnings  per  share  were  ($0.1  I)  compared  to  $0.07  in  1977,  before 
an  extraordinary  1977  credit  of  $0.06. 

• Three  factors  contributed  to  the  company's  earnings  loss: 

Heavy  ongoing  investment  in  new  product  development. 

Continuing  expansion  of  the  marketing  organization. 

The  cost  of  introducing  the  company's  new  Unity  Series  minicomputer 
systems. 


^^\FISCAL  YEAR 

FIVE  YEAR  FINANCIAL  SUMMARY,  KEYDATA 
($  in  Thousands) 

ITEM 

1978 

1977 

1976 

1975 

1974 

Revenues 
Income  (Loss) 

$15,066 

$14,558 

$14,878 

$13,478 

$1  1 ,670 

Before  Taxes 

(306) 

383 

1,182 

482 

(587) 

Net  Income  (Loss) 

(306) 

349 

1,102 

452 

2,992 

In  spite  of  its  operating  loss  during  fiscal  1978,  the  company  reports  that  it 
finished  the  year  with  record  sales  up  almost  24%  frotn  the  previous  year.  The 
number  of  new  accounts  sold  during  the  year  also  established  a company 
record,  and  the  company  entered  the  current  fiscal  year  with  the  largest  order 
backlog  in  its  history. 
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Major  competition  for  Keydata  comes  from  minicomputer  manufacturers  and 
OEM  companies,  and  Xerox  Computer  Services. 


The  company  is  currently  engaged  in  a major  new  product  development  effort 
directed  towards  the  distributed  processing  market.  Announcement  of  the  new 
product  is  planned  before  September  of  1979. 

The  company's  350  employees  are  distributed  as  follows: 

Operations/Application  Development 

and  Programming  40% 

Marketing  and  Sales  Support  40% 

Administration  20% 


KEY  PRODUCTS  AND  SERVICES 

• The  company  offers  interactive  and  remote  computing  services  to  several 
hundred  users.  Approximately  half  of  its  revenues  are  derived  from  small 
single  location  firms;  the  other  half  from  large,  multi-location  users,  several 
of  which  are  on  the  Fortune  500  list. 


The  company  has  two  major  types  of  on-line  services: 


Distribution  accounting  for  large,  multi-location  clients  with 
sophisticated  requirements,  including  financial  reporting,  order  entry, 
automatic  back  order  systems,  purchase  order  systems,  online  accounts 
receivable,  sales  analysis,  inventory  management,  accounts  payable  and 
general  ledger.  Customers  pay  for  this  type  of  service  on  a usage  basis. 
Keydata  System  800:  a packaged-price  service  designed  specifically  for 
smaller  distributors  in  the  $750,000  to  $5  million  annual  sales  range  who 
are  usually  first  time  computer  users.  Priced  at  a flat  $800  per  month, 
System  800  provides  billing,  inventory  control,  accounts  receivable  and 
sales  analysis  services,  plus  a list  of  specific  monthly  or  quarterly 
reports. 


Since  April  of  1978,  Keydata  has  also  been  offering  small  and  medium-sized 
distributors  in  16  specific  industries  a series  of  packaged  and  fully-supported 
minicomputer  systems.  Called  the  Keydata  Unity  Series,  the  new 
minicomputer  line  consists  of  four  packaged  systems,  each  representing  a 
different  level  of  processing  capability,  which  are  available  in  12 
configurations.  Each  system  includes:  computer  hardware  and  operating 
software;  specially-developed,  industry-specific  application  software; 
conversion  and  installation  support;  a full  year  of  system  support  after 
installation;  and  hardware  maintenance.  Prices  of  the  new  packaged  Keydata 
computer  systems  range  from  $48,000  to  $290,000,  exclusive  of  hardware 
maintenance,  which  is  priced  separately. 
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APPLICATIONS  Keydata  provides  general  business  applications  to  its  users  who  are 
exclusively  in  the  distribution  and  manufacturing  industries.  Specific  applications 
include  order  entry,  invoicing,  inventory  control,  accounts  receivable,  accounts 
payable,  purchase  order,  general  ledger,  financial  reporting,  sales  analysis  and 
payroll. 


INDUSTRY  MARKETS  The  wholesale  distribution  industry  in  the  U.S.  & Canada 
generates  75%  of  the  company's  revenues,  while  manufacturing  companies  account 
for  the  remaining  25  percent. 


GEOGRAPHIC  MARKETS 

• More  than  half  of  Keydata's  revenues  are  derived  from  the  East  Coast,  as 
shown  below: 

Northeast  20% 

New  York  25% 

Mid-Atlantic  20% 

Midwest  20% 

Canada  15% 

• The  company  has  recently  opened  up  sales  and  service  offices  in  both  Houston 
and  Los  Angeles,  and  has  indicated  its  intention  to  actively  market  both  its  on- 
line services  and  packaged  minicomputer  systems  on  a national  basis  in  the 
future. 

• Keydata  offices  are  located  in  Arlington,  Va.,  Atlanta,  Boston,  Chicago, 
Clifton,  N.J.,  Columbia,  Md.,  Detroit,  Hartford,  Conn.,  Houston,  Melville, 
N.Y.,  New  York  City,  Philadelphia,  Toronto  and  Montreal. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Keydata  uses  three  Univac  494s,  one  DEC  PDP  1080  and  two  PDP  I 170s  in  the 
central  computer  complex  for  its  on-line  services  in  Foxboro,  Mass.  Dedicated 
communications  lines  are  tied  to  48  data  communication  concentrators  in  29 
cities  throughout  the  U.S.  and  Canada,  most  of  which  are  PDP  I I's. 

• Data  General  Novas  serve  as  the  CPU's  for  Keydata's  Unity  Series 
minicomputer  systems.  CRTs  are  made  by  Infotron  and  a 180  CPS  terminal, 
used  either  remotely  or  in  point-of-sale  applications,  is  made  by  Digital 
Equipment  Corporation.  Data  storage,  printers  and  other  peripheral  units  are 
made  by  Control  Data  Corporation. 
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KEYDATA  CORPORATION 
20  William  Street 
Wellesley,  MA  02180 
(617)  237-6930 


COMPANY  HIGHLIGHT 

4- 

L.  Edwin  Donegan,  Jr.  President 
Public  corporation,  OTC 
Total  employees:  292 

Net  operating  revenues,  fiscal 
year  end  7/31/76:  $14,878,000 


THE  COMPANY 


• Keydata  provides  interactive  processing  services  via  its  nationwide 
network  to  its  distribution  and  manufacturing  clients. 

• Between  1975  and  1976,  revenues  increased  10%  from  $13.5  million 
to  $14.9  million.  Net  income  increased  144%  from  $453,000  to 
$1.1  million.  (Before  extraordinary  credits  of  $200,000  in  1975 
and  $515,000  in  1976,  income  rose  133%.)  Earnings  per  share  were 
$.21  before  and  $.40  after  an  edtraordinary  credit;  2.7  million 
shares  were  outstanding. 

• Revenues  in  the  first  three  quarters  of  FY  1977  were  down  slightly 
over  1976  at  $10.8  million  compared  to  $11.1  million  with  a 

1977  nine  month  net  income  of  $157,000  as  compared  to  $371,000  in 
1976.  The  company  expects  higher  revenues  and  profits  in  late  FY 
1977  and  all  of  FY  1978. 


• Three  factors  contributed  to  this  decline  in  revnues: 

K 

recruiting  and  training  of  new  sales  staff 
competition  from  small  business  computers 
slow  down  in  US  economy 

• The  company  indicates  that  the  number  of  new  customers  acquired  and 
the  backlog  of  revenues  are  the  highest  in  its  history. 

• Major  competition  for  Keydata  comes  from  Xerox  Computer  Services 
and  small  business  computers,  although  management  believes  that 
the  activity  and  interest  generated  among  small  companies  by  small 
computer  vendors  is  beneficial  to  Keydata's  growth.  At  present, 
customer  revenues  lost  are  being  kept  to  approximately  15%  of  annual 
revenues . 
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• The  company's  292  employees  are  distributed  as  follows: 


Operations /Applications 

Development  and  Programming 

40% 

Marketing  and  Sales  Support 

40% 

Administration 

20% 

KEY  PRODUCTS  AND  SERVICES 


• The  company  offers  interactive  and  remote  computing  services  to 

316  users.  Half  its  revenues  are  derived  from  small  single  loca- 
tion firms;  the  other  half  from  multi-location  users.  Customers 
spend  an  average  $45,000  per  year  for  Keydata  services. 


Keydata  has  two  major  types  of  online  services: 


Distribution  accounting  for  large  multi-location  clients  with  so- 
phisticated requirements.  It  includes  financial  reporting,  order 
entry,  automatic  back  order  systems,  purchase  order  systems, 
inventory  management,  accounts  payable,  and  general  ledger. 

System  800,  a packaged-price  product  providing  automated  busi- 
ness applications  for  manufacturers  and  distributors  with  an- 
nual sales  of  $750,000  to  $5  million.  Priced  at  a flat  $800 
per  month.  System  800  is  targeted  to  compete  with  small  busi- 
ness computers.  The  packages  include  billing,  inventory  control, 
accounts  receivable,  and  sales  analysis. 


System  800  has  made  a significant  contribution  to  Keydata 's  sales 
momentum  although  it  has  only  20  users  currently.  Approximately  40% 
of  new  sales  are  a result  of  activity  initiated  by  customers  inter- 
ested in  the  System  800. 


APPLICATIONS  Keydata  provides  general  business  applications  to  its  users. 
Specific  applications  include  purchase  order,  inventory  control,  accounts 
payable,  accounts  receivable,  general  ledger,  order  entry,  financial  re- 
porting, invoicing,  and  sales  analysis. 


INDUSTRY  MARKETS  The  wholesale  distribution  industry  generates  75%  and 
the  manufacturing  industry  25%  of  Kaydata  revenues. 


GEOGRAPHIC  MARKETS 


• More  than  half  of  Keydata' s revenues  are  derived  from 
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the  East  Coast,  as  shown  below: 


Northeast  25% 

New  York  30 

Mid-Atlantic  15 
Midwest  15 

Canada  15 


Keydata  offices  are  located  in  Atlanta,  Boston,  Chicago,  Clifton 
(NJ) , Hartford,  Miami,  New  York,  Philadelphia,  Syracuse,  Toronto, 
Wellesley,  and  Miami. 


COMPUTER  HARDWARE  AND  SOFTWARE 


• Keydata  uses  three  Univac  494s  and  one  DEC  PDP  10  located  in  its 
Foxboro,  Massachusetts  computer  center.  Dedicated  communications 
lines  are  tied  to  48  data  communication  concentrators  in  29  cities 
in  the  U.S.  and  Canada. 


In  1976,  the  company  introduced  its  Keydata  Cluster  Controller 
(Model  KCC-1) , a specially  designed  data  communications  concen- 
trator which  enables  users  to  connect  up  to  five  Keydata  terminals 
at  a single  location  to  its  communications  network.  Management 
claims  this  product  reduces  user  telephone  charges  by  as  much  as 
50%  per  month. 
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KEYDATA  CORPORATION 
20  William  Street 
Wellesley,  Massachusetts  02180 
(617)  237-6930 


L.  Edwin  Donegan,  Jr.,  President 
Public  corporation,  widely  held 
Total  company  and  computer  services 
sales  as  of  FY  ending  7/75: 
$13,477,823 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  275 

KEY  PRODUCTS / SERVICES : Keydata  offers  remote  computing  on  a time-sharing 

basis,  to  small  businesses  with  under  $10  million  in  annual  sales,  and 
more  recently  to  multiple-location  companies.  Major  on-line  data  pro- 
cessing products  are: 

• Distribution  Accounting  Service 

• Keydata  Series  III:  consist  of  enhancements  and  applications 

for  accounts  receivable,  financial  reporting,  inventory  mana- 
gement, all  available  on  high  speed  network. 

APPLICATIONS : Applications  are  general  business  oriented.  In  addition 

to  those  shown  above,  specific  modules  of  the  Distribution  Accounting 
Service  include: 


Financial  reporting 
Order  entry 

Automatic  back  order  systems 
Purchase  order  services 
Inventory  management 
Accounts  payable 
General  ledger 


Additional  applications  include  order  processing,  sales  analysis,  accounts 
receivable  and  invoicing. 

INDUSTRY  MARKETS:  Since  its  inception  Keydata  has  specialized  in  services 

for  retail/wholesale  distribution  firms,  which  account  for  75%  of  annual 
sales,  and  manufacturing  firms  which  represent  the  remaining  25%  of  sales. 

Manufacturing  and  distribution  industries  served  include: 


Chemicals 

Electrical  distributors 
Electronics 

Appliance  wholesales /manufacturers 
Food/candy  wholesalers 
Industrial  products 
Publishing 


• Jewelry 

• Paper 

• Plumbing  & Heating 

• Air  conditioning 

• Stationery 

• Toys 

• Sporting  goods 


Customers  include  Joseph  Lucas,  Matsushita  Electric  Corporation  of  North 
America,  Morris  Building  Material  Centers,  Inc.  and  Edwards-Freeman  Inc. 
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GEOGRAPHIC  MARKETS:  Some  400  customers  are  dispersed  throughout  the 

U.S.  and  Canada.  AGT  Limited,  subsidiary  of  Multiple  Access  Limited, 
Keydata 's  Canadian  licensee,  accounted  for  $1  million  of  sales  last 
fiscal  year.  U.S.  sales  offices  are  located  as  follows: 


53  Perimeter  Center  East, 
Northeast 

Atlanta,  Georgia  30346 
(404)  393-1660 

One  Gateway  Center 
Suite  600E 

Newton,  Massachusetts  02158 
(617)  332-2200 

O'Hara  Plaza 

5725  East  River  Road,  Suite  545 
Chicago,  Illinois  60631 
(312)  693-5600 

Clifton  Executive  Plaza 
1200  Route  46 
Clifton,  New  Jersey  07013 
(201)  472-4200 


15702  Northwest  2nd  Avenue 
Miami,  Florida  33169 
(305)  949-3396 


1700  Broadway,  25th  Floor 
New  York,  New  York  10019 
(212)  586-5500 


2000  Market  Street,  28th  Floor 
Philadelphia,  Pennsylvania  19103 
(215)  567-5800 


One  Lincoln  Center,  Suite  895 
Syracuse,  New  York  13201 
(315)  437-4509 


The  following  major  U.S.  cities  are  served  by  the  Keydata  network: 


Atlanta,  Georgia 
Baltimore,  Maryland 
Boston,  Massachusetts 
Buffalo,  New  York 
Chicago,  Illinois 
Cincinnati,  Ohio 
Cleveland,  Ohio 
Clifton,  New  Jersey 
Columbus , Ohio 
Dallas,  Texas 
Denver,  Colorado 
Detroit,  Michigan 
Hartford,  Connecticut 
Houston,  Texas. 
Indianapolis,  MwasSS&iii 
Jacksonville,  Florida 


Kansas  City,  Missouri 
Los  Angeles,  California 
Memphis,  Tennessee 
Miami,  Florida 
Milwaukee,  Wisconsin 
Minneapolis,  Minnesota 
New  Orleans,  Louisiana 
New  York,  New  York 
Newark,  New  Jersey 
Oklahoma  City,  Oklahoma 


Portland,  Oregon 
Providence,  Rhode  Island 
Raleigh,  North  Carolina 
Reno , Nevada 
Richmond,  Virginia 
San  Francisco,  California 
St.  Louis,  Missouri 
Seattle,  Washington 
St.  Paul,  Minnesota 
Springfield,  Illinois 
Springfield,  Massachusetts 


Omaha,  Nebraska 

Philadelphia,  Pennsylvania  Syracuse,  New  York 
Phoenix,  Arizona  Tampa,  Florida 

Pittsburgh,  Pennsylvania  Wilmington,  Pennsylvania 
Portland,  Maine  Washington,  District 

of  Columbia 


COMPUTER  HARDWARE  AND  SOFTWARE 


1 DEC  PDP-10 

4 Univac  494s 


TOPS- 10 

customized  software 


Foxboro,  Massachusetts 
Foxboro,  Massachusetts 
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OVERALL  ASSESSMENT  AND  TRENDS:  In  1965  Keydata  started  out  with  a few 

small  distribution  customers  in  the  Boston  area.  In  its  earlier  years 
customers  were  most  frequently  small,  first  time  users  of  data  processing. 
More  recently  growth  has  been  the  result  of  multiple  location  firms  with 
annual  sales  in  the  range  of  $10  million  to  $50  million  which  need  a 
method  of  linking  distribution  operations  to  a central  data  base.  As  a 
result  of  emphasis  on  larger  users,  average  revenue  per  customer  has 
risen  significantly  in  the  past  one  to  two  years.  During  the  past  five 
years  Keydata  has  invested  $10  million  to  improve  its  equipment  and  net- 
work at  the  average  rate  of  $2  million  per  year.  It  has  begun  offering 
digital  transmission  to  customers  on  a test  basis.  During  the  past 
year  the  company  underwent  a major  reorganization  whereby  four  functional 
areas  of  responsibility  x^ere  created:  marketing,  operations  staff, 

systems  development,  production  control.  Account  management  has  also 
been  instituted  such  that  sales  and  systems  people  work  together.  Under  this 
new  organization,  Keydata  moved  from  operating  at  a loss  to  a net  profit 
of  $452,297.  Keydata  is  a classic  example  of  a company  which  has  spe- 
cialized in  specific  applications  and  industries.  It  will  continue  with 
the  market  in  which  it  has  been  successful  and  sales  will  near  $20  or  more 
by  1980. 
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Cross  Industry:  Professional  Services 


Keystone  Computer  Associates,  Inc. 

1 055  Virginia  Drive 
Fort  Washington,  PA  19034 
(215)  643-3800 

CEO:  Leon  E.  Ellerson,  President 
Private  Company 
Founded:  1965 

Employees:  150  (12/86) 

Revenue  (FYE  5/3  I /86):  $7,000,000* 


The  Company:  Keystone  Computer  Associates  is  a professional  services  firm 
specializing  in  the  development  of  custom  software.  Keystone  also 
manufactures  and  markets  the  Bank  Communication  System  which  is 
a corporate  fund  transfer  software  package  for  banks. 

Sources  of  Revenue: 

- Professional  Services  (90%) 

Application  Software  (10%) 

Key  Products  and  Services: 

Professional  Services 

• Custom  software  development 

Writes  systems  software 

Selects  and  implements  data  base  systems 

Designs  and  upgrades  business  applications 

• Develops  communications  and  control  systems 

Application  Software  Products  (Utilizes  IBM  4300  or  larger  computers) 

• Bank  Communication  System  (BCS) 

Supports  funds  transfer  via  SWIFT,  CHIPS,  and  TELEX  wire  services.  BCS 
is  designed  to  process  both  domestic  and  international  funds  transfer 
message  services 

Target  Industries: 

Computer  and  electronics  manufacturers 
Banking  and  finance 

Research,  development,  and  engineering 
Manufacturing 

General  business  and  consumer  services 
Federal  and  local  governments 

Geographic  Markets: 

- U.S.  (100%) 


♦Company  estimate 
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K.K.  ASHISUTO 

3-3-1  Toranomon 
Minato-ku,  Tokyo  105 
Japan 

81-3-437-0654 


The  Company 


Key  Products  and 
Services 


Mr.  Bill  Totten,  President 
Private  Corporation 
Total  Employees:  625  (6/90) 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $60,000,000  (U.S.) 


K.K.  Ashisuto  is  a Japanese  corporation  formed  in  1972  to 
distribute  software  packages  to  large  business,  government,  and 
other  organizations. 

Ashisuto  was  one  of  the  first  members  of  X/Open's  ISV  Advisory 
Council  and  supports  the  "open  systems"  movement  in  Japan. 

Ashisuto  is  a marketing  and  product-support  company.  Nearly  all 
operating  revenues  are  from  sales  and  support  of  software 
products.  Revenues  were  over  nine  billion  yen  ($60  million)  in 
1989. 


Ashisuto  is  the  exclusive  distributor  in  Japan  of  numerous 
products,  as  shown  in  the  exhibit. 

All  products  are  converted  to  support  Kanji  (Chinese  ideographs) 
and  to  provide  portability  across  IBM,  Fujitsu,  Hitachi,  and  NEC 
mainframes,  and  various  UNIX  and  MS/DOS  machines.  Ashisuto 
translates  and  rewrites  in  Japanese  all  vendor  written  materials. 

On  a units-installed  basis,  Ashisuto  reportedly  has  about  one-half 
of  the  independent  market  for  mainframe  packages  in  Japan. 
Market  share,  including  packages  of  the  hardware  manufacturers, 
is  about  15%,  compared  to  IBM's  35%,  Fujitsu's  25%,  and 
Hitachi's  10%.  Most  large  Japanese  organizations  are  users  of  one 
or  more  of  Ashisuto's  software  packages. 

Ashisuto  currently  is  moving  aggressively  into  the  UNIX  and 
MS/DOS  markets. 
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EXHIBIT 
K.K.  ASHISUTO 
SOFTWARE  PRODUCTS 


VENDOR 

PRODUCTS 

Access  Technology 

20/20,  AshisutoCALC 

Adpac  Corporation 

PM/SS 

Ai  Esu  K.K. 

AshisutoCARD 

Aion  Corporation 

ADS 

Computer  Associates 

Top  Secret  CA-1,  7,  11;  Asm2,  Datacom, 
Ideal,  Librarian,  Roscoe,  Vollie,  Look 

Compuware 

Abend-Aid,  File-Aid,  dBug-Aid 

East  K.K. 

AshisutoWORD 

Ergosoft 

EGBridge 

H & M Systems  Software 

Datapacker 

Information  Builders 

Focus,  Level  5 

K.K.  Kodensha 

AshisutoART 

Landmark  Systems 

The  Monitor,  Eyewitness 

McDonnell  Douglas 

Pro-IV 

Nihon  Computools 

AshisutoCALL 

On-Line  Software 

UFO,  Stabilize,  Intertest 

Oracle  Corporation 

ORACLE 

Pansophic  Systems 

Easytrieve,  Panvalet,  Telon 

SDI 

Cache  Magic,  VM  Magic 

Sumisho  Computer 

Alice 

Thorn  EMI 

FCS 

Teijin  Systems 

Toast,  Ad-Link 

Unitech  Software 

UControl,  UBackup,  USecure 

Visasoft 

Via/Insight,  Via/SmartTest 
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• Ashisuto  announced  the  availability  of  is  first  personal 
computer,  AshisutoCALC,  in  September  1989.  Since  then,  it 
has  added  four  more  PC  products:  a word  processing  package,  a 
data  manager,  a graphics  package,  and  a telecommunications 
product. 

• Ashisuto  has  sold  more  than  170,000  of  these  products,  even 
though  most  did  not  reach  the  market  until  December. 

Ashisuto  runs  a distributed  organization,  divided  into  small  units. 

Each  unit  is  responsible  for  the  work  it  does  and  has  the  authority 

to  carry  out  that  responsibility. 

• Most  employees  belong  to  divisions,  subsidiaries,  or  joint- 
venture  companies  that  represent  one  or  more  suppliers.  These 
Autonomous  Business  Units  (ABUs)  each  normally  represent 
one  supplier.  The  ABUs  completely  represent  their  product 
suppliers  in  Japan:  they  import  the  products,  Japanize  them, 
promote  and  advertise  them,  sell  them,  install  them,  and 
provide  continuing  support  to  the  users  of  the  products. 


Ashisuto  has  offices  in  Kawasaki,  Tokyo,  Nagoya,  Osaka,  and 
Fukuoka,  Japan.  It  also  has  joint  venture  subsidiaries  in  Australia 
and  Korea. 
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COMPANY  PROFILE 


KLEINSCHMIDT,  INC. 

450  Lake  Cook  Road 
Deerfield,  IL  60015-4973 
(708)  945-1000 


Harry  Gaples,  President  and  CEO 
Private  Corporation  (Employee  owned) 
Total  Employees:  37 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $9,300,000 


The  Company  Kleinschmidt  is  a small,  employee-owned  company  focusing  on 

electronic  collection  and  distribution  of  data  (EDI).  Kleinschmidt 
was  purchased  from  Hanson  Trust  PLC,  Inc.  in  December  1986  by 
an  employee  management  group. 

The  company  has  phased  out  of  its  other  businesses  and  now 
concentrates  on  EDI  (including  rail  car  location  messages)  and 
providing  high-quality  and  responsive  services. 

• Kleinschmidt  was  a finalist  for  the  1990  Chicago  Area  Small 
Business  Award  sponsored  by  Arthur  Andersen  & Co.  and  the 
1990  Entrepreneur  of  the  Year,  sponsored  by  Ernst  & Young 
and  Merrill  Lynch. 

• Kleinschmidt  has  also  received  other  quality  and  service  awards 
during  1990  and  1988. 

Kleinschmidt  is  debt  free  and  profitable. 

Kleinschmidt  reported  1990  revenue  of  $9.3  million.  A four-year 
revenue  summary  follows: 

KLEINSCHMIDT,  INC. 

FOUR-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$9.3 

$8.1 

$7.7 

$7.7 

from  previous  year 

15% 

5% 

-- 

24% 

February  1991 
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Key  Products  and 
Services 


Industry  Markets 


The  company's  growth-which  has  been  significant  in  terms  of 
number  of  customers,  volume  of  data  processed,  and  revenue-is 
attributed  to  Kleinschmidt's  reputation  for  quality  and  service  at 
competitive  prices. 

Kleinschmidt’s  main  competitors  include  Railinc,  BT  Tymnet, 
Sterling  Software,  GE,  IBM,  AT&T,  Transettlements,  and  Control 
Data  (REDINET). 


Kleinschmidt  provides  railroad  car  location  messages  for  shippers 
and  EDI  services. 

Kleinschmidt  began  with  services  to  the  rail  industry  and  receives 
most  of  its  railroad  data  directly  from  railroads. 

Translation  services  require  users  to  provide  the  company  with 
proper  data  mapping  to  enable  conversion  of  data  into 
transmittable  standard  formats. 

• Unlike  other  EDI  services,  the  company  takes  the  unique 
approach  of  supporting  any  format,  including  specific  industry 
standards  such  as  X.12  or  AIAG,  Kleinschmidt  accepts  and 
translates  a customer's  existing  format,  while  other  third  parties 
require  their  customers  to  adopt  industry  standards. 

• Adopting  standards,  according  to  Kleinschmidt,  can  be  a fairly 
major  effort.  Because  Kleinschmidt  does  not  require  specific 
formats,  the  company  claims  certain  competitive  advantages. 

Customers  can  access  the  service  via  virtually  any  asynchronous  or 
synchronous  communications  protocol  directly,  via  publicly 
switched  lines,  dedicated  lines,  or  Datapac.  Alternately, 
Kleinschmidt  will  call  the  customer's  computer  on  a prearranged 
schedule  or  send  data  real-time  on  dedicated  lines. 

Kleinschmidt,  in  addition  to  sending  data  from  computer  to 
computer,  also  sends  data  from  computer  to  faxes. 


Kleinschmidt's  EDI  mailbox  services  are  provided  to  a cross- 
section  of  industries— including  grocery,  food  processing, 
warehousing,  chemicals,  petroleum,  consumer  products,  forest 
products,  brokerage  firms,  and  distributors-as  well  as  rail  and 
truck  carriers. 
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Clients  are  located  mainly  in  North  America. 


Kleinschmidt  currently  has  Tandem  Model  TXP  fault-tolerant 
systems  with  16  processors  installed. 

Power:  Two  electrical  substations  provide  Kleinschmidt  with 
electrical  power.  Since  the  substations  are  out  of  phase,  only  one 
is  used  at  a time.  Should  incoming  power  from  that  line  fail, 
power  immediately  and  automatically  switches  to  the  other  power 
source.  If  both  substations  fail  simultaneously,  a diesel  generator 
automatically  starts  and  provides  power.  Electrical  power  is  fed 
into  a UPS  (uninterruptable  power  supply). 

Second  Computer  Site:  Kleinschmidt  is  building  a second 
computer  facility  ten  miles  north  of  its  existing  facility.  The  plan  is 
to  have  each  site  back  up  the  other. 

Multiple  Local-Access  Phone  Companies:  Kleinschmidt  is 
serviced  by  two  local-access  carriers-Illinois  Bell  and  DIGINET. 
The  latter  brought  fiber  into  Kleinschmidt  for  multiple  T-l 
services. 
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COMPANY  PROFILE 


KLEINSCHMIDT,  INC. 

450  Lake  Cook  Road 
Deerfield,  IL  60015-4973 
(312)  945-1000 


Harry  Gaples,  President  and  CEO 
Private  Corporation 
Total  Employees:  50* 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $7,700,000 

* INPUT  estimate 


The  Company  Kleinschmidt  is  a small,  employee-owned  company  concentrating 

on  electronic  collection  and  distribution  of  data. 

Kleinschmidt  was  purchased  from  Hanson  Trust  PLC,  Inc.  in 
December  1986  by  an  employee  management  group  for  $1.85 
million  in  cash  and  $3.24  million  in  notes  and  royalties. 

Kleinschmidt  claims  to  be  debt  free. 

Kleinschmidt  reported  1988  revenue  of  $7.7  million,  equal  to 
revenue  in  1987.  A three-year  revenue  summary  follows: 

KLEINSCHMIDT,  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

Revenue 

$7.7 

$7.7 

$6.2 

• Percent  increase 

from  previous  year 

" 

24% 

N/A 

Kleinschmidt's  main  competitors  include  Railinc  and  McDonnell 
Douglas. 


i 
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Kleinschmidt  provides  railroad  car  location  messages  for  shippers, 
offers  EDI  services,  leases  turnkey  railroad  yard  management 
systems,  and  sells  utility  software  for  Tandem. 

Kleinschmidt  began  with  services  to  the  rail  industry  and  receives 
most  of  its  railroad  data  directly  from  railroads  and  some 
transactions  from  Railinc  (a  Washington,  D.C.  data  processing 
vendor). 

Translation  services  require  users  to  provide  the  company  with 
proper  data  mapping  to  enable  conversion  of  data  into 
transmittable  standard  formats. 

• Unlike  other  EDI  services,  the  company  takes  the  unique 
approach  of  supporting  any  format,  including  specific  industry 
standards  such  as  X.12  or  AIAG.  Kleinschmidt  accepts  and 
translates  a customer's  existing  format,  while  other  third  parties 
require  their  customers  to  adopt  industry  standards. 

• Adopting  standards,  according  to  Kleinschmidt,  can  be  a fairly 
major  effort.  Because  Kleinschmidt  does  not  require  this,  the 
company  claims  certain  competitive  advantages. 

Customers  can  access  the  service  via  virtually  any  asynchronus  or 
synchronus  communications  protocol,  directly,  via  publicly 
switched  lines  dedicated  lines,  or  Datapac.  Alternately, 
Kleinschmidt  will  call  the  customer's  computer  on  a pre-arranged 
schedule,  or  send  data  real-time  on  dedicated  lines. 

Kleinschmidt,  in  addition  to  sending  data  from  computer  to 
computer,  also  sends  from  it's  computer  to  faxes. 

Kleinschmidt's  turnkey  products  are  designed  to  handle  the 
management  of  a railroad  yard.  The  systems  are  available  for 
lease  and  are  based  on  Tandem  computers. 


Kleinschmidt's  EDI  mailbox  services  are  provided  to  a cross- 
section  of  industries,  including  grocery,  food  processing, 
warehousing,  chemicals,  petroleum,  consumer  products,  forest 
products,  brokerage  firms,  and  distributors,  as  well  as  rail  and 
truck  carriers. 

Kleinschmidt's  turnkey  systems  are  marketed  to  the  rail  industry. 
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During  1987,  Kleinschmidt  added  two  processors,  at  a cost  of 
approximately  $500,000,  to  its  $3  million  computer  center. 
Kleinschmidt  currently  has  six  Tandem  Model  TXP  fault-tolerant 
systems  installed. 
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Primary  Industry-Specific  Market:  Transportation 


Kleinschmidt 

450  Lake  Cook  Road 
Deerfield,  IL  60015-4973 
(312)  945-1000 

CEO:  Harry  Gaples,  President 
A Division  of:  SCM  Corporation 

Noncaptive  Revenue  (FYE  1986):  $2  million* 


The  Company: 

In  addition  to  being  SCM  Corporation's  in-house  data  processing  unit,  eight- 
year  old  Kleinschmidt  is  a remote  computer  service  vendor  with  a focus  on 
electronic  data  interchange  (EDI)  services.  It  was  previously  known  as 
Kleinschmidt  Computer. 

Key  Products  and  Services: 

Kleinschmidt  began  with  services  to  the  rail  industry  and  receives  some 
transactions  from  Railinc  (a  Washington,  D.C.  data  processing  vendor)  at 
customers'  request  for  higher  level  management  reporting  and  other 
capabilities  not  available  through  Railinc. 

Translation  services  require  users  to  provide  the  company  with  proper  data 
mapping  to  enable  conversion  of  data  into  transmittable  standard  formats. 

. Unlike  other  EDI  services,  the  company  takes  the  unique  approach  of 
not  supporting  specific  industry  standards  such  as  X.  12  or  AIAG. 
Kleinschmidt  accepts  and  translates  a customer's  existing  format  while 
other  third  parties  require  customers  to  adopt  industry  standards. 

. Adopting  standards,  according  to  Kleinschmidt,  can  be  a fairly  major 
effort.  Because  it  does  not  require  this,  it  claims  certain  competitive 
advantages. 

Typically,  customer  tapes  are  processed.  Customers  can  also  access  the 
service  via  asychronous  or  synchronous  communications  protocols,  directly, 
through  800  numbers  or  Tymnet.  Alternately,  Kleinschmidt  will  call  the 
customer's  computer  on  a pre-arranged  schedule. 


*INPUT  estimate 
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Target  Industries: 

Kleinschmidt's  EDI  mailbox  services  are  oriented  toward  transportation  but 
are  also  provided  to  a cross-section  of  industries  including  grocery  and  food 
processing,  warehousing,  chemicals,  petroleum,  consumer  products,  forest 
products,  brokerage  firms,  and  distributors,  as  well  as  rail  and  trucking 
carriers. 
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Knight-Ridder  Information,  Inc. 


President  & CEO:  Patrick  J.  Tierney 

2440  El  Camino  Real 
Mountain  View,  CA  94040 
Phone:  (415)  254-7000 

Fax:  (415)254-8000 


Status:  Wholly-owned  subsidiary 

Parent:  Knight-Ridder,  Inc. 

Employees:  450  * 

Revenue:  $280,000,000 

Fiscal  Year  End:  12/31/94 

* INPUT  estimate 


Key  Points 

• Knight-Ridder  Information  provides 
electronic  information  for  mission-critical 
decision  support  in  science,  business,  news 
and  other  areas. 

• Effective  January  1,  1995,  Dialog 
Information  Services,  Inc.  changed  its  name 
to  Knight-Ridder  Information,  Inc.  in  order 
to  more  easily  relate  to  its  parent. 

• Knight-Ridder  Information  also  moved  its 
headquarters  from  Palo  Alto  (CA)  to 
Mountain  View  (CA). 


• In  June  1995,  Knight-Ridder  Information 
announced  a new  product,  KR  ProBase™,  a 
Windows-based  access  to  its  DataStar 
databases. 

• Knight-Ridder  Information  has  agreed  to 
make  the  full  text  of  The  New  York  Times 
available  via  the  DIALOG  and  DataStar 
services  in  1996. 

Company  Description 

Knight-Ridder  Information,  formerly  known 
as  Dialog  Information  Services,  has  provided 
on-line  database  information  retrieval 
services  since  1972.  The  company  also  offers 
other  network  application  services, 
microcomputer  communications  software 
products  and  CD-ROM  products. 

• Knight-Ridder  Information  is  a wholly- 
owned  subsidiary  of  Knight-Ridder  Inc.,  a 
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global  newspaper  and  information  company, 
with  revenues  of  $2.5  billion. 

• In  August  1988,  Dialog  was  purchased  from 
Lockheed  by  Knight-Ridder,  Inc.  for  $353 
million. 

• In  1993,  the  company  acquired  DataStar,  a 
European  on-line  service  to  complement  the 
DIALOG  on-line  service. 

The  company  currently  has  a collection  of 
more  than  600  databases. 

Organization  and  Structure 

Knight-Ridder  Information  has  been 
headquartered  in  Mountain  View  (CA)  since 
January  1995.  Prior  to  that,  the  company  was 
headquartered  in  Palo  Alto  (CA). 

Services  are  available  worldwide. 

U.S.  offices  are  located  in  Boston,  Cambridge, 
Chicago,  Houston,  Los  Angeles,  New  York, 
New  Jersey,  Philadelphia,  San  Francisco,  and 
Washington,  D.C. 

The  company  has  international 
representatives  in  Canada,  Australia,  Japan, 


and  throughout  Europe,  Asia,  the  Near  East 
and  Latin  America. 

Company  Strategy 

Knight-Ridder  Information  continues  to  focus 
on  becoming  a more  complete  information 
resource  for  the  corporate  market,  by 
extending  its  market  share  in  the  on-line 
database  services  markets  and  expanding  its 
information  sources. 

Pricing  for  services  is  based  on  content  and 
connect  time,  and  information  providers 
receive  a percentage  of  the  revenue  Knight- 
Ridder  Information  collects  from  the  user  as 
usage.  Therefore,  Knight-Ridder 
Information’s  strategy  is  to  work  with 
information  providers  to  increase  the  size  of 
the  market,  thereby  increasing  Knight-Ridder 
Information  revenue.  Serving  a broader 
business  market  is  key  to  Knight-Ridder 
Information’s  growth  strategy. 

Financials 

Knight-Ridder  Information’s  revenue  reached 
$280  million,  a 27%  increase  over  1993 
revenue  of  $220  million 

A three-year  revenue  summary  follows: 


Knight-Ridder  Information,  Inc. 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue 

$280 

$220 

$167 

• Percent  change  from 
previous  year 

27% 

32% 

10% 

Revenue  Analysis  by  Product / Service 

INPUT  estimates  that  90%  of  Knight-Ridder 
Information’s  1994  revenue  was  derived  from 
network  services,  5%  from  education  and 


training  professional  services  and  the 
remaining  5%  from  software  and  CD-ROM 
products. 
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Market  Financials 

Knight-Ridder  Information  targets  large  and 
small  businesses  for  its  information  products. 
More  than  80%  of  the  Fortune  500  companies 
use  DIALOG.  Clients  include  companies, 
research  institutions,  government  agencies, 
business  consultants,  libraries  and 
universities. 

The  company  has  more  than  200,000 
customers  in  150  countries. 

Geographic  Markets 

INPUT  estimates  that  approximately  75%  of 
Knight-Ridder  Information’s  revenue  is 
derived  from  the  U.S.  and  the  remaining  25% 
from  international  sources. 

Employees 

INPUT  estimates  that  the  company  has 
approximately  450  employees. 

Key  Products  and  Services 

Knight-Ridder  Information  offers  electronic 
information  access  and  delivery,  and  provides 
access  to  more  than  600  on-line  databases. 

The  DIALOG  Information  Retrieval  Service 
(DIALOG)  provides  on-line  access  to  more 
than  450  databases  containing  over  330 
million  articles,  abstracts  and  citations, 
covering  a variety  of  topics,  with  particular 
emphasis  on  business,  science  and  technology. 

• Materials  covered  include  technical  reports, 
conference  papers,  newspapers  and  public 
literature,  magazine  articles,  books, 
legislative  documents,  patents,  statistical 
data  and  ongoing  research. 

• The  data  available  on  DIALOG  ranges  from 
directory-type  listing  of  companies, 
associations  and  people;  in-depth  company 
financial  statements;  bibliographic  citations 
and  abstracts  that  reference  journals, 


conference  papers,  or  other  original  sources; 
to  the  complete  text  of  articles. 

• DIALOG  provides  databases  that  are 
updated  regularly  and  cover  information 
from  virtually  all  major  categories. 

Subjects  covered  include  the  following: 

- Agriculture  and  Nutrition 

- BioScience 

- Books  and  Monographs 

- Business  Information 

- Public  companies 

- Corporate  directories 

- International  companies 

- Economic  data 

- Financial  news 

- Markets,  products,  technologies 

- Industries 

- Product  listings  and 
announcements 

- General  business  information 

- Business  news 

- International  business  information 

- Travel 

- Chemistry 

- Computer  Technology 

- Energy  and  Environment 

- Law  and  Government 

- Medicine  and  Biosciences 

- News 

- On-line  Training  and  Practice 

- Patents  and  Trademarks 

- Popular  Information 

- Reference 

- Science  and  Technology 

- Social  Sciences  and  Humanities 

Additional  DIALOG  features  include: 

- DIALORDER,  for  on-line  ordering  of 
documents 

- DIALOG  Alert,  a current  awareness 
service 


Knight-Ridder  Information,  Inc. 
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- OneSearch,  for  searching  multiple 
databases  simultaneously 

- DIALOG  ERA  allows  the  redistribution  of 
data  found  on  DIALOG  to  clients  and  co- 
workers 

- REPORT,  for  customized  reporting 

- DIALINDEX,  for  on-line  help  in  selecting 
appropriate  databases  to  search 

- DIALMAIL,  for  electronic  delivery  of 
messages  and  search  results 

- KR  SourceOne,  a worldwide  fax-based 
document  delivery  system.  The  copy  of 
the  document  includes  the  full  text  plus  all 
figures,  graphics  and  drawings  that 
appeared  in  the  original  document. 

• Toll-free  telephone  hotline  support  is 
available  for  search  assistance  24  hours 
each  weekday,  from  3:00  p.m.  Sunday 
through  9:00  p.m.  Friday,  and  from  7:00 
a.m.  to  3:00  p.m.  Pacific  Standard  Time  on 
Saturday. 

• Dialog  offers  several  full-  and  half-day  basic 
and  advanced  training  seminars  for 
DIALOG  users.  The  DIALOG  system  one- 
day  seminar  includes  hands-on  experience 
and  is  offered  in  major  cities. 

- Special  ONTAP  (On-line  Training  and 
Practice)  files  are  available  at  a cost,  to 
customers,  who  wish  to  practice  their 
search  techniques. 

- A complete  user  manual,  Searching 
DIALOG,  A Complete  Guide,  is  available 
for  approximately  $80. 


DataStar  is  Knight-Ridder  Information’s 
European  on-line  information  service  that 
provides: 

• Information  on  European  companies,  both 
directory  listings  and  full  financials 

• Coverage  of  several  European  newspapers 
to  research  local  issues  and  business 
developments 

• Information  on  European  Union  and  single- 
market developments 

• Access  to  detailed  import/export  statistics  in 
the  TRADSTAT  database 

• Economic  and  political  information  on 
countries  worldwide 

In  June  1995,  Knight-Ridder  introduced  KR 
ProBase,  a client/server  application  that  is 
Windows-based  and  provides  access  to 
DataStar.  KR  ProBase  was  launched  in 
Europe  and  is  scheduled  to  be  released  in  the 
U.S.  during  the  second  half  of  1995. 

KR  BusinessBase  is  a personal  reference  tool 
that  provides  coverage  of  global  business  and 
access  to  over  6,000  authoritative  journals, 
newspapers  and  newswires,  magazines  and 
specialized  newsletters  and  1,000  financial 
analysts  at  investment  banks  and  research 
firms  worldwide. 

KR  ScienceBase  is  a tool  that  is  based  on 
DIALOG  and  targeted  to  scientists.  It 
provides  access  to  information  compiled  from 
sources  that  include  the  ones  listed  on  the 
following  page  and  others. 
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- The  Merck  Index 

- Elsevier  Science  Publishers 

- The  Royal  Society  of  Chemistry 

- BIOSIS 

- U.S.  Patent  and  Trademark  Office 

- Chemical  Abstracts  Service 

- National  Library  of  Medicine 

- Chemsearch 

KR  Information  OnDisc™  is  a collection  of 
nearly  70  titles  on  CD-ROM,  available  for  an 
annual  subscription  fee.  The  products  are 
generally  used  by  libraries  and  businesses  to 
expand  their  access  to  information  while 
controlling  costs.  Databases  are  available  for 
business,  education,  scientific  and  technical 
applications. 

Clients 

More  than  80%  of  the  Fortune  500  companies 
use  Knight-Ridder  Information’s  products  and 
services,  as  do  government  agencies,  business 
consultants,  libraries,  universities  and 
research  institutions. 

Marketing  and  Sales 

Knight-Ridder  Information  offers  its  products 
and  services  directly  to  customers  worldwide. 
The  company  has  more  than  30  sales  and 
support  offices. 

In  addition,  Knight-Ridder  Information  also 
sells  through  distributors  and  third-parties. 

• A joint  venture  between  the  company  and 
Southam  Electronic  Publishing  is  the 
distributor  in  Canada. 

• Third-party  companies  such  as  CompuServe 
and  Westlaw,  Individual,  Inc.  and  Personal 
Library  Software  also  offer  access  to  the 
company’s  content. 


Alliances 

In  June  1995,  Knight-Ridder  Information 
formed  an  agreement  with  The  New  York 
Times  Information  Services  Group  to  make 
the  full  text  of  The  New  York  Times  available 
via  the  DIALOG  and  DataStar  on-line 
services  beginning  in  the  first  quarter  of  1996. 

In  June  1995,  Knight-Ridder  entered  into  an 
exclusive  agreement  with  Derwent 
Information  Limited  to  produce  KR 
Information  OnDisc  Derwent  Petroleum  and 
Power  Engineering,  the  preeminent  CD-ROM 
database  for  patent  monitoring  in  the 
petroleum  and  power  engineering-related 
industries. 

Through  alliances  with  Telebase,  Inc.  and 
Advanced  Research  Technologies  (ART), 
Knight-Ridder  Information  offers  its  corporate 
customers,  custom  interfaces  that  give  quick, 
easy  access  to  the  company’s  information  for 
the  novice  user.  ART  finks  access  through  the 
customer’s  current  network  while  Telebase 
uses  its  patented  Knowledge  Gateway 
platform.  Both  finks  offer  customized  menu- 
driven  interfaces. 

Competition 

Knight-Ridder  Information  faces  competition 
from  Lexis  Nexis,  Dow  Jones  News  Retrieval 
and  NewsNet.  Competitors  for  general 
bibliographic  database  services  include 
America  On-line,  CompuServe  and  Prodigy. 


Parent  Company 

Knight-Ridder,  Inc. 

One  Herald  Plaza 
Miami,  FL  33132-1693 
Phone:  (305)  376-3800 
Revenue:  $2,648,961,000  (12/94) 


Knight-Ridder  Information,  Inc. 
July  1995 
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KNOWLEDGEWARE,  INC.  Fran  Tarkenton,  Chairman  and  CEO 

3340  Peachtree  Road,  N.E.  Donald  P.  Addington,  President  and  COO 


Atlanta,  GA  30326 
(404)  231-8575 

Public  Corporation,  NASDAQ 
Total  Employees:  776  (12/91) 
Total  Revenue,  Fiscal  Year  End 
6/30/91:  $124,277,000 

The  Company 

KnowledgeWare,  Inc.  develops  and  markets  computer-aided 
software  engineering  (CASE)  tools  that  automate  the  information 
systems  development  life  cycle.  KnowledgeWare's  tools  are  used  by 
corporations  and  government  agencies  to  help  data  processing 
professionals  automate  the  planning,  analysis,  design,  construction, 
and  maintenance  of  information  systems. 

• KnowledgeWare  was  founded  in  1979  as  Database  Design,  Inc. 
by  James  Martin.  The  company  changed  its  name  to 
KnowledgeWare,  Inc.  in  December  1985. 

• KnowledgeWare  merged  with  Tarkenton  Software,  Inc.  in 
December  1986  in  a pooling-of-interests  transaction. 

• In  August  1989,  IBM  purchased  approximately  1.1  million  shares 
(10%)  of  KnowledgeWare  common  stock  for  $10.5  million. 

• In  October  1989,  the  company  made  an  initial  public  offering  of 
three  million  shares  of  common  stock  (1.7  million  sold  by  the 
company  and  1.3  million  sold  by  stockholders).  Net  proceeds  to 
the  company  were  approximately  $19.3  million. 

• In  January  1991,  KnowledgeWare  acquired  certain  technology 
from  UDM  Technology,  Inc.  now  being  used  by  KnowledgeWare 
to  develop  CASE  tools  that  assist  in  the  development  of 
cooperative  processing  applications.  KnowledgeWare  also 
acquired  technology  from  QuinSoft  Corp.  that  is  being  used  to 
develop  CASE  tools  that  support  the  development  of 
client/server  applications. 

• In  August  1991,  KnowledgeWare  acquired  Language 
Technology,  Inc.  of  Salem  (MA)  for  $6  million.  Language 
Technology,  with  approximately  30  employees,  markets  CASE 
tools  for  the  maintenance  and  enhancement  of  existing  COBOL 
systems. 
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• In  October  1991,  Knowledge  Ware  and  IntelliCorp  jointly 
announced  that  the  previously  announced  definitive  merger 
agreement  under  which  KnowledgeWare  was  to  acquire 
IntelliCorp  was  terminated.  Both  companies  are  continuing 
discussions  with  respect  to  possible  cooperative  development 
and/or  marketing  arrangements  aimed  at  offering  integrated 
CASE  solutions  for  the  UNIX  marketplace. 

Knowledge  Ware's  fiscal  1991  revenue  reached  $124.3  million,  an 
88%  increase  over  fiscal  1990  revenue  of  $66.2  million.  Net  income 
reached  $15.3  million,  compared  to  $9.8  million  in  fiscal  1990.  A 
five-year  financial  summary  follows: 


KNOWLEDGEWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/91 

6/90 

6/89 

6/88 

6/87 

Revenue 

• Percent  increase 

$124.3 

$66.2 

$32.9 

$14.0 

$11.0 

from  previous  year 

88% 

101% 

136% 

27% 

71% 

Income  (loss)  before  taxes 

$24.3 

$14.2 

$7.8 

$2.4 

$(2.4) 

• Percent  change 
from  previous  year 

71% 

82% 

232% 

199% 

5% 

Net  income  (loss) 

$15.3 

$9.8 

$6.3 

$2.0 

$(2.5) 

• Percent  change 
from  previous  year 

56% 

56% 

214% 

181% 

1% 

Earnings  (loss)  per  share 

$1.22 

$0.83 

$0.74 

$0.24 

$(0.45) 

• Percent  change 
from  previous  year 

47% 

12% 

208% 

153% 

19% 

KnowledgeWare  management  attributes  fiscal  1991  revenue 
increases  to  the  following: 

• Product  license  revenues  increased  over  100%  due  primarily  to  a 
significant  increase  in  the  number  of  unit  licenses  of  the 
company's  new  Application  Development  Workbench  products 
that  operate  under  the  OS/2  operating  system. 

■ Service  agreement  revenues  increased  by  94%  due  to  initial  sales 
and  ongoing  renewals  of  service  contracts  on  a growing  installed 
base. 
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• Consulting  and  education  revenues  increased  111%,  which  was 
facilitated  by  an  increase  in  the  number  of  customer  assistance 
personnel  from  50  to  120. 

Research  and  development  expenditures  were  approximately  $14.0 
million  (11%  of  revenue)  in  fiscal  1991,  $7.9  million  (12%  of 
revenue)  in  fiscal  1990,  and  $5.1  million  (15%  of  revenue)  in  fiscal 
1989. 

Revenue  for  the  six  months  ending  December  31,  1991  was  $54.2 
million,  compared  to  $53.2  million  for  the  same  period  in  1990.  Net 
losses  of  $3.5  million  reflect  a $5  million  increase  in  research  and 
development  costs,  as  well  as  increases  in  sales  and  marketing  and 
general  and  administrative  expenses. 

During  mid-1989,  KnowledgeWare  entered  into  a series  of 
agreements  with  IBM  as  follows: 

• In  June  1989,  KnowledgeWare  entered  into  a license  agreement 
and  a development  agreement  with  IBM,  whereby 
KnowledgeWare  licensed  a portion  of  its  intelligent-encyclopedia 
technology  to  IBM,  and  agreed  to  jointly  develop  an  application 
development  product  for  incorporation  into  IBM's  AD/Cycle 
application  development  environment.  Under  the  terms  of  the 
license  agreement,  KnowledgeWare  received  license  fees  of  $2.6 
million  in  fiscal  1989  and  the  remaining  $2.4  million  in  January 
1990. 

• In  August  1989,  KnowledgeWare  signed  an  agreement  with  IBM, 
granting  IBM  the  non-exclusive  right  in  the  U.S.,  Puerto  Rico, 
and  Canada  to  market  KnowledgeWare's  Information 
Engineering  Workbench  and  Application  Development 
Workbench  product  lines.  Effective  April  1991,  this  agreement 
was  amended  to  grant  IBM  the  non-exclusive  right  to  market 
three  additional  KnowledgeWare  mainframe  products- 
ADW/MVS,  IEW/MF,  and  the  ADW/Repository  Enablement 
Facility. 

• In  September  1989,  KnowledgeWare  was  selected  as  one  of  the 
three  original  IBM  Business  Partners  for  AD/Cycle  and  is 
currently  a member  of  the  IBM  International  Alliance  for 
AD/Cycle. 

As  of  June  30,  1991,  KnowledgeWare  had  841  employees.  As  of 
December  31,  1991,  the  company  had  776  employees,  segmented  as 
follows: 
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Marketing,  sales,  and  support  349 

Research  and  development  220 

Corporate  and  administration  207 

776 

Major  competitors  include  Intersolv,  Texas  Instruments,  Bachman 
Information  Systems,  and  Andersen  Consulting. 


Approximately  82%  of  KnowledgeWare's  fiscal  1991  revenue  was 
derived  from  systems  software  product  licenses,  12%  from  software 
maintenance  services,  5%  from  consulting  and  education  services, 
and  the  remaining  1%  from  research  and  development  and 
technology  licenses. 

A three-year  source  of  revenue  summary  follows: 


KNOWLEDGEWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/91 

6/90 

6/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  product 
licenses 

$102.4 

82% 

$50.2 

76% 

$25.1 

76% 

Service  agreements 

15.2 

12% 

7.8 

12% 

4.0 

12% 

Consulting  and  education 

5.8 

5% 

2.7 

4% 

1.2 

4% 

Other 

0.9 

1% 

5.5 

8% 

2,6 

8% 

TOTAL 

$124.3 

100% 

$66.2 

100% 

$32.9 

100% 

Key  Products  and 
Services 


Through  December  31,  1991,  KnowledgeWare  had  shipped  over 
75,800  copies  of  its  software  products  to  3,691  customers  worldwide. 

KnowledgeWare's  Information  Engineering  Workbench  (IEW)  and 
the  Application  Development  Workbench  (ADW)  product  lines 
consist  of  modular  software  tools  or  "workstations"  that  are 
methodology  independent,  employ  a common  graphical  user 
interface,  and  allow  users  to  enter  or  exit  any  phase  of  the 
development  cycle. 
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• KnowledgeWare's  products  have  been  developed  around  an 
architecture  that  incorporates  a proprietary,  intelligent 
encyclopedia-based  application  development  platform,  the 
Knowledge  Coordinator  and  Encyclopedia,  around  which  the 
company's  CASE  products  are  integrated. 

• IEW  products  are  designed  for  PC-DOS  and  MS-DOS 
environments.  ADW  products,  introduced  during  fiscal  1990,  are 
designed  for  operation  with  OS/2. 

The  workstations  that  comprise  ADW  and  IEW  include: 

• The  Planning  Workstation,  used  to  plan  information  systems 
based  on  the  goals  of  senior  management 

• The  Analysis  Workstation,  used  by  systems  analysts  to  graphically 
analyze  end-user  requirements  and  create  system  specifications 

• The  Design  Workstation,  used  by  programmers  to  graphically 
design  information  systems  and  to  create  detailed  physical 
specifications  for  constructing  the  system 

• The  Construction  Workstation,  used  by  systems  engineers  or 
programmers  to  generate  information  systems  from  the 
diagrammatic  specifications  contained  in  the  Design 
Workstation.  The  Construction  Workstation  is  typically  used  by 
individual  software  developers  to  compile,  link,  edit,  and  unit  test 
individual  portions  of  an  application  rather  than  the  entire 
complex  information  system. 

• The  Rapid  Application  Development  Workstation  (RAD), 
Documentation  Workstation  (DOC),  and  Construction 
Workstation  400  (CWS  400),  the  newest  additions  to  the 
company's  product  line,  were  made  available  to  customers  on  an 
early  release  basis  in  June  and  December  1991. 

- RAD  combines  rapid  interactive  prototyping  with 
nonprocedural,  object-oriented  design  methods  to  arrive  at  an 
application  specification. 

- DOC  facilitates  the  creation  and  management  of  requirement, 
design,  and  system  level  documentation  based  on  information 
captured  in  the  ADW  Encyclopedia. 

- CWS  400  produces  COBOL  source  code  for  applications  that 
run  in  AS/400  environments.  Code  is  generated  from  high- 
level  design  specifications  created  in  the  Design  Workstation. 
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• IEW/GAMMA  is  typically  used  by  programmers  to  generate 
information  systems  from  the  diagrammatic  specifications 
produced  by  the  Design  Workstation.  IEW/GAMMA,  a 
mainframe-based  tool,  generates  COBOL  source  code  and  can 
tailor  applications  for  specific  data  base  environments. 

• IEW/Mainframe  Knowledge  Coordinator  and  Encyclopedia 
uploads  information  developed  in  both  the  IEW  and  ADW 
Planning,  Analysis,  Design,  Documentation,  and  Rapid 
Applications  Development  Workstation  products  for  system 
management,  analysis,  and  reporting  at  the  mainframe  level.  It  is 
not  a required  component  of  the  KnowledgeWare  product  line 
but  is  designed  to  coordinate  applications  being  developed  at  the 
workstation  level  and  provides  for  centralized  control  and  data 
security. 

• ADW/MVS  is  a host-based  tool  set  designed  for  use  with  both 
the  ADW  and  IEW  workstation  product  sets.  It  allows 
consolidation  of  the  company's  tool  development  information 
among  multiple  development  teams  prior  to  storage  in  IBM's 
Repository  Manager/MVS. 

• ADW/Repository  Enablement  Facility  (REF)  supports  the 
transfer  of  information  between  the  company's  CASE  tools  and 
IBM's  Repository  Manager/MVS. 

• Cross  System  Product  Enablement  Facility  (CEF),  available  for 
use  with  both  IEW  and  ADW,  allows  application  developers  to 
combine  the  graphic  interface  of  KnowledgeWare's  workstation 
tools  with  IBM's  CSP.  CEF  uses  the  CSP/AD  generator  to 
produce  applications  developed  through  the  IEW  or  ADW 
Planning,  Analysis,  and  Design  Workstations. 

As  a result  of  the  acquisition  of  Language  Technology  in  August 

1991,  KnowledgeWare  also  offers  three  re-engineering  products  for 

IBM  and  compatible  mainframes  under  MVS/SP  and  MVS/XA. 

• Inspector,  introduced  in  1986,  is  a COBOL  portfolio  quality 
analysis  tool. 

- Inspector  uses  established  measurement  criteria  and  provides 
a customization  option  that  allows  the  user  to  measure 
existing  COBOL  systems  against  in-house  standards  for  new 
COBOL  code  development. 

- There  are  currently  120  clients  using  Inspector. 
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• Recoder  automatically  restructures  a COBOL  program  by 
understanding  the  program's  control  flow  and  mathematically 
simplifying  it  into  functionally  identical  structured  COBOL. 

- Recoder  can  automatically  recode  any  COBOL  program  that 
is  accepted  by  an  IBM  compiler. 

- Over  180  clients  that  have  Recoder  licenses. 

• Pinpoint,  introduced  in  1987,  is  a COBOL  source  code  analyzer. 

- The  product  generates  detailed  control  flow  information  in  a 
variety  of  report  formats.  The  information  provided  by 
Pinpoint  is  used  to  resolve  design  problems  that  should  be  re- 
engineered to  improve  total  program  quality. 

- There  are  currently  110  clients  using  Pinpoint. 

Support  services  provided  by  KnowledgeWare  to  its  software  clients 
include  the  following: 

• A 90-day  limited  warranty  on  personal  computer  software 
products 

• A one-year  warranty  on  mainframe-based  products 

• Maintenance  and  support  beyond  the  initial  warranty  periods  for 
an  annual  fee,  payable  in  advance 

• Hotline  assistance  between  8:30  a.m.  and  8:00  p.m.  (EST) 
weekdays 

KnowledgeWare  also  offers  training  courses  in  support  of  its 
software  products  and  for  various  topics  related  to  CASE. 


KnowledgeWare's  revenue  is  derived  from  all  industry  sectors. 

KnowledgeWare  markets  its  products  primarily  to  the  MIS 
departments  of  Fortune  500  companies  and  similarly  sized  financial, 
governmental,  and  telecommunications  organizations  worldwide. 

The  company's  largest  end-user  customer,  IBM,  accounted  for 
approximately  10%  of  KnowledgeWare's  software  product  license 
revenues  in  fiscal  1991. 
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Geographic  Approximately  71%  of  KnowledgeWare's  fiscal  1991  revenue  was 

Markets  derived  from  the  U.S.  and  29%  from  international  sources.  A 

three-year  summary  of  geographic  source  of  revenue  follows: 


KNOWLEDGEWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/91 

6/90 

6/89 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$88.2 

71% 

$53.0 

80% 

$23.4 

71% 

Export  revenue 
- Canada 

2.9 

2% 

1.3 

2% 

0.8 

2% 

- Europe 

28.8 

23% 

9.4 

14% 

7.2 

22% 

- Australia 

2.3 

2% 

1.2 

2% 

1.2 

4% 

- South  America 

1.3 

1% 

0.6 

1% 

0.2 

1% 

- Asia 

0.7 

1% 

0.7 

1% 

0.1 

— 

TOTAL 

$124.3 

100% 

$66.2 

100% 

$32.9 

100% 

KnowledgeWare  has  23  U.S.  regional  offices:  Novi  Atlanta  (GA); 
Bellevue  (WA);  Boston,  Cambridge,  and  Quincy  (MA);  Chicago 
(IL);  Clayton  (MO);  Dallas  and  Houston  (TX);  Hartford  (CT); 
Inglewood  (CO);  Iselin  (NJ);  Los  Angeles,  Newport  Beach,  and  San 
Francisco  (CA);  McLean  (VA);  Minnetonka  (MN);  New  York  and 
Tarrytown  (NY);  Novi  (MI);  Philadelphia  and  Pittsburgh  (PA);  and 
Portland  (OR). 

KnowledgeWare's  products  are  distributed  internationally  through 
various  member  firms  of  Ernst  & Young  International. 

• In  August  1989,  KnowledgeWare  opened  a sales  support  office  in 
Belgium  to  assist  its  European  distributors.  The  ongoing 
operations  of  that  office  were  subsequently  assumed  by  Ernst  & 
Young  International. 
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KNOWLEDGEWARE,  INC. 

3340  Peachtree  Road,  N.E. 
Atlanta,  GA  30326 
(404)  231-8575 


Fran  Tarkenton,  Chairman  and  CEO 
Terry  R.  McGowan,  President  and  COO 
Public  Corporation,  NASDAQ 
Total  Employees:  555  (8/90) 

Total  Revenue,  Fiscal  Year  End 
6/30/90:  $66,229,000 


The  Company  Knowledge  Ware,  Inc.  develops  and  markets  computer-aided 

software  engineering  (CASE)  tools  that  automate  the  information 
systems  development  life  cycle.  KnowledgeWare's  tools  are  used 
by  corporations  and  government  agencies  to  help  data  processing 
professionals  automate  the  planning,  analysis,  design,  construction, 
and  maintenance  of  information  systems. 

• KnowledgeWare  was  founded  in  1979  as  Database  Design,  Inc. 
by  James  Martin.  The  company  changed  its  name  to 
KnowledgeWare,  Inc.  in  December  1985. 

• KnowledgeWare  merged  with  Tarkenton  Software,  Inc.  in 
December  1986  in  a pooling-of-interests  transaction. 

• In  August  1989,  IBM  purchased  approximately  1.1  million 
shares  (10%)  of  KnowledgeWare  common  stock  for  $10.5 
million. 

• In  October  1989,  the  company  made  an  initial  public  offering  of 
three  million  shares  of  common  stock  (1.7  million  sold  by  the 
company  and  1.3  million  sold  by  stockholders).  Net  proceeds  to 
the  company  were  approximately  $19.3  million. 

During  mid-1989,  KnowledgeWare  entered  into  a series  of 
agreements  with  IBM  as  follows: 

• In  June  1989,  KnowledgeWare  entered  into  a license 
agreement  and  a development  agreement  with  IBM,  whereby 
KnowledgeWare  licensed  a portion  of  its  intelligent- 
encyclopedia  technology  to  IBM,  and  agreed  to  jointly  develop 
an  application  development  product  for  incorporation  into  the 
application  development  environment  announced  by  IBM. 
Under  the  terms  of  the  license  agreement,  KnowledgeWare 
received  license  fees  of  $2.6  million  in  fiscal  1989  and  the 
remaining  $2.4  million  in  January  1990. 
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• In  August  1989,  KnowledgeWare  signed  an  agreement  with 
IBM,  granting  IBM  the  non-exclusive  right  in  the  U.S.,  Puerto 
Rico,  and  Canada  to  market  Knowledge  Ware's  Information 
Engineering  Workbench  and  Application  Development 
Workbench/Planning,  Analysis,  and  Design  Workstation 
products. 

• In  September  1989,  KnowledgeWare  was  selected  as  one  of  the 
three  original  IBM  Business  Partners  for  AD/Cycle. 

KnowledgeWare's  fiscal  1990  revenue  reached  $66.2  million,  a 
101%  increase  over  fiscal  1989  revenue  of  $32.9  million.  Net 
income  reached  $9.8  million,  a 56%  increase  over  fiscal  1989  net 
income  of  $6.3  million.  In  the  five-year  summary  that  follows, 
results  prior  to  fiscal  1987  have  been  restated  to  reflect  the 
pooling-of-interests  merger  of  KnowledgeWare  with  Tarkenton 
Software: 


KNOWLEDGEWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/90 

6/89 

6/88 

6/87 

6/86 

Revenue 

• Percent  increase 

$66.2 

$32.9 

$14.0 

$11.0 

$6.4 

from  previous  year 

101% 

136% 

27% 

71% 

132% 

Income  (loss)  before 
taxes 

$14.2 

$7.8 

$2.4 

$(2,4) 

$(2.5) 

• Percent  change 

from  previous  year 

82% 

232% 

199% 

5% 

(76%) 

Net  income  (loss) 

• Percent  change 

$9.8 

$6.3 

$2.0 

$(2.5) 

$(2.5) 

from  previous  year 

56% 

214% 

181% 

1% 

(75%) 

Earnings  (loss)  per  share 
• Percent  change 

$0.83 

$0.74 

$0.24 

$(0.45) 

$(0.54) 

from  previous  year 

12% 

208% 

153% 

19% 

(42%) 

KnowledgeWare  management  attributes  fiscal  1990  revenue 
increases  to  the  following: 

• Increased  sales  of  the  Information  Engineering  Workbench 
(DOS-based)  products  and  significant  unit  licenses  of  the 
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company's  new  Application  Development  Workbench  (OS/2- 
based)  products  during  the  last  quarter  of  fiscal  1990 

• A $3.8  million  increase  in  maintenance  services  revenues  due  to 
the  growing  installed  base 

• A 129%  ($1.5  million)  increase  in  consulting  and  education 
revenues  due  primarily  to  the  expansion  of  KnowledgeWare 
consulting  and  education  personnel  from  22  to  50 

• A $2.6  million  increase  in  various  product  development  and 
technology  license  agreement  revenues  due  to  various  contracts 
with  IBM  and  Ernst  & Young 

• A 39%  ($3.7  million)  increase  in  international  revenues  from 
distributor  sales 

Research  and  development  expenditures  were  approximately  $7.9 
million  (12%  of  revenue)  in  fiscal  1990,  $5.1  million  (15%  of 
revenue)  in  fiscal  1989,  and  $2.1  million  (15%  of  revenue)  in  fiscal 

1988. 

Revenue  for  the  six  months  ending  December  31,  1990  reached 
$53.2  million,  compared  to  $27.1  million  for  the  same  period  in 

1989.  Net  income  reached  nearly  $5.7  million,  compared  to  $3.7 
million  for  the  same  period  a year  ago. 

• Results  were  attributed  to  the  increasing  acceptance  of  the 
company's  CASE  products,  both  domestically  and 
internationally. 

• Through  December  1990,  KnowledgeWare  has  cumulatively 
shipped  over  20,000  units  of  its  new  ADW  OS/2  products, 
which  were  introduced  during  the  fourth  quarter  of  fiscal  1990. 

As  of  August  31,  1990,  KnowledgeWare  had  555  employees, 
segmented  as  follows: 


Marketing,  sales,  and  support 

350 

Research  and  development 

110 

Corporate  and  administration 

95 

555 

Major  competitors  include  Index 

Technology  Corporation,  Texas 

Instruments,  Sage  Software,  Pansophic  Systems,  and  Andersen 
Consulting. 
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Key  Products  and  Approximately  76%  of  KnowledgeWare's  fiscal  1990  revenue  was 
Services  derived  from  systems  software  product  licenses,  12%  from 

software  maintenance  services,  and  4%  from  consulting  and 
education  services.  The  remaining  8%  of  revenue  was  derived 
from  licensing  agreements  with  IBM  and  Ernst  & Young. 

A three-year  source  of  revenue  summary  follows: 


KNOWLEDGEWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/90 

6/89 

6/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  product 
licenses 

$50.3 

76% 

$25.1 

75% 

$11.8 

84% 

Service  agreements 

7.9 

12% 

4.0 

12% 

1.4 

10% 

Consulting  and  education 

2.6 

4% 

1.2 

5% 

0.8 

6% 

Other 

5.4 

8% 

2.6 

8% 

- 

- 

TOTAL 

$66.2 

100% 

$32.9 

100% 

$14.0 

100% 

KnowledgeWare’s  two  product  lines,  the  Information  Engineering 
Workbench  (IEW)  and  the  Application  Development  Workbench 
(ADW)  consist  of  modular  software  tools,  or  "workstations,"  that 
are  methodology  independent,  employ  a common  graphical  user 
interface,  and  allow  users  to  enter  or  exit  any  phase  of  the 
development  cycle. 

• KnowledgeWare's  products  have  been  developed  around  an 
architecture  that  incorporates  a proprietary,  intelligent 
encyclopedia-based  application  development  platform,  the 
Knowledge  Coordinator  and  Encyclopedia,  around  which  the 
company's  CASE  products  are  integrated. 

• The  IEW  is  designed  for  PC/DOS  environments  and  the  ADW, 
introduced  during  fiscal  1990,  is  designed  for  operation  with 
OS/2. 

• Through  August  31,  1990,  Knowledge  Ware  had  shipped  over 
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35,600  copies  of  its  software  products  to  over  2,450  customers 
throughout  the  world. 

KnowledgeWare's  modular  tools/workstations  include  the 

following: 

• The  ADW  and  IEW/Planning  Workstations  are  used  to  plan 
information  systems  based  on  the  goals  of  senior  management. 

• The  ADW  and  IEW/Analysis  Workstations  are  used  by  systems 
analysts  to  graphically  analyze  end-user  requirements  and 
create  system  specifications. 

• The  ADW  and  IEW/Design  Workstations  are  used  by 
programmers  to  graphically  design  information  systems  and  to 
create  detailed  physical  specifications  for  constructing  the 
system. 

• The  ADW  and  IEW/Construction  Workstations  are  used  by 
systems  engineers  or  programmers  to  generate  information 
systems  from  the  diagrammatic  specifications  contained  in  the 
Design  Workstation.  The  Construction  Workstation  is  typically 
used  by  individual  software  developers  to  compile,  link,  edit, 
and  unit  test  individual  portions  of  an  application  rather  than 
the  entire  complex  information  system. 

• IEW/GAMMA  is  typically  used  by  programmers  to  generate 
information  systems  from  the  diagrammatic  specifications 
produced  by  the  Design  Workstation.  IEW/GAMMA,  a 
mainframe-based  tool,  generates  COBOL  source  code  and  can 
tailor  applications  for  specific  data  base  environments. 

• IEW/Mainframe  Knowledge  Coordinator  and  Encyclopedia 
uploads  information  developed  in  both  the  IEW  and  ADW 
Planning,  Analysis,  and  Design  Workstation  products  for  system 
management,  analysis,  and  reporting  at  the  mainframe  level.  It 
is  not  a required  component  of  the  KnowledgeWare  product 
line  but  is  designed  to  coordinate  applications  being  developed 
at  the  workstation  level  and  provides  for  centralized  control 
and  data  security. 

• Cross  System  Product  Enablement  Facility  (CEF),  available  for 
use  with  both  IEW  and  ADW,  allows  application  developers  to 
combine  the  graphic  interface  of  KnowledgeWare's  workstation 
tools  with  IBM's  CSP.  CEF  uses  the  CSP/AD  generator  to 
produce  applications  developed  through  the  IEW  or  ADW 
Planning,  Analysis,  and  Design  Workstations. 
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Industry  Markets 


Geographic 

Markets 


Support  services  provided  by  KnowledgeWare  to  its  software 

clients  include  the  following: 

• A 90-day  limited  warrant  on  personal  computer  software 
products 

• A one-year  warranty  on  mainframe-based  products 

• Maintenance  and  support  beyond  the  initial  warranty  periods 
for  an  annual  fee,  payable  in  advance 

• Hotline  assistance  between  8:30  a.m.  and  8:00  p.m.  (EST) 
weekdays 

KnowledgeWare  also  offers  training  courses  in  support  of  its 

software  products  and  for  various  topics  related  to  CASE. 


KnowledgeWare's  revenue  is  derived  from  across  all  industry 
sectors. 

KnowledgeWare  markets  its  products  primarily  to  the  MIS 
departments  of  Fortune  500  companies  and  similarly  sized 
financial,  governmental,  and  telecommunications  organizations 
worldwide. 


Approximately  80%  of  KnowledgeWare's  fiscal  1990  revenue  was 
derived  from  the  U.S.  and  20%  from  international  sources.  A 
three-year  summary  of  geographic  source  of  revenue  follows: 
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KNOWLEDGEWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

6/90 

6/89 

6/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

U.S. 

$53.0 

80% 

$23.4 

71% 

$10.0 

71% 

Export  revenue 
- Canada 

$1.3 

2% 

$0.8 

2% 

$0.3 

2% 

- Europe 

9.4 

14% 

7.2 

22% 

2.9 

21% 

- Australia 

- South  America 

1.2 

2% 

1.2 

4% 

0.6 

4% 

and  Asia 

1.3 

2% 

0.3 

1% 

0.2 

2% 

TOTAL 

$66.2 

100% 

$32.9 

100% 

$14.0 

100% 

KnowledgeWare  has  17  U.S.  regional  offices:  Ann  Arbor  (MI), 
Arlington  (VA),  Atlanta  (GA),  Cambridge  (MA),  Chicago  (IL), 
Clayton  (MO),  Dallas  (TX),  Denver  (CO),  Houston  (TX),  Iselin 
(NJ),  Minnetonka  (MN),  New  York  and  Tarrytown  (NY), 
Newport  Beach  and  San  Francisco  (CA),  and  Philadelphia  and 
Pittsburgh  (PA). 

KnowledgeWare's  products  are  distributed  internationally  through 
various  member  firms  of  Ernst  & Young  International. 

• In  August  1989,  KnowledgeWare  opened  a sales  support  office 
in  Belgium  to  assist  its  European  distributors.  The  ongoing 
operations  of  that  office  were  subsequently  assumed  by  Ernst  & 
Young  International. 
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COMPANY  PROFILE 


KNOWLEDGEWARE,  INC.  Fran  Tarkenton,  Chairman  and  CEO 

3340  Peachtree  Road,  N.E.  Public  Corporation,  NASDAQ 


Atlanta,  GA  30326 
(404)  231-8575 

Total  Employees:  310  (11/89) 
Total  Revenue,  Fiscal  Year  End 
6/30/89:  $33,364,000 

The  Company 

KnowledgeWare,  Inc.  develops  and  markets  computer-aided 
software  engineering  (CASE)  tools  that  automate  the  information 
systems  development  life  cycle.  KnowledgeWare’s  tools  are  used 
by  corporations  and  government  agencies  to  help  data  processing 
professionals  automate  the  planning,  analysis,  design,  construction, 
and  maintenance  of  information  systems  using  different 
methodologies  and  techniques,  including  Information  Engineering, 
Yourdon,  and  DeMarco,  among  others. 

• KnowledgeWare  was  founded  in  1979  as  Database  Design,  Inc. 
by  James  Martin.  The  company  changed  its  name  to 
KnowledgeWare,  Inc.  in  December  1985. 

• KnowledgeWare  merged  with  Tarkenton  Software,  Inc.  in 
December  1986  in  a pooling-of-interests  transaction. 

• In  August  1989,  IBM  purchased  approximately  1.1  million 
shares  of  KnowledgeWare  common  stock  for  $10.5  million. 

• In  October  1989,  the  company  issued  a prospectus  in 
anticipation  of  an  initial  public  offering  of  three  million  shares 
of  common  stock.  Of  the  shares  to  be  offered,  approximately 
1.7  million  are  being  sold  by  the  company  and  1.3  million  are 
being  sold  by  stockholders.  Estimated  net  proceeds  to  the 
company  of  $18.8  million  will  be  used  for  general  corporate 
purposes. 

During  mid- 1989,  KnowledgeWare  entered  into  a series  of 
agreements  with  IBM  as  follows: 

• In  June  1989,  KnowledgeWare  entered  into  a license 
agreement  and  a development  agreement  with  IBM,  whereby 
KnowledgeWare  licensed  a portion  of  its  intelligent- 
encyclopedia  technology  to  IBM,  and  agreed  to  jointly  develop 
an  application  development  product  for  incorporation  into  the 
application  development  environment  announced  by  IBM. 
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Under  the  terms  of  the  license  agreement,  KnowledgeWare 
received  license  fees  of  $2.6  million  in  fiscal  1989  and  the 
remaining  $2.4  million  in  the  first  quarter  of  fiscal  1990. 

• In  September  1989,  KnowledgeWare  signed  an  agreement  with 
IBM,  granting  IBM  the  non-exclusive  right  in  the  U.S.,  Puerto 
Rico,  and  Canada  to  market  Knowledge  Ware's  IEW/Planning, 
Analysis,  and  Design  Workstation  products. 

KnowledgeWare's  fiscal  1989  revenue  reached  $33.4  million,  a 
138%  increase  over  fiscal  1988  revenue  of  $14  million.  Net 
income  reached  $6.3  million,  a 214%  increase  over  fiscal  1988  net 
income  of  $2  million.  In  the  five-year  summary  that  follows, 
results  prior  to  fiscal  1987  have  been  restated  to  reflect  the 
pooling-of-interests  merger  of  KnowledgeWare  with  Tarkenton 
Software: 


KNOWLEDGEWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/89 

6/88 

6/87 

6/86 

6/85 

Revenue 

• Percent  increase 

$33,364 

$14,039 

$10,987 

$6,415 

$2,761 

from  previous  year 

138% 

28% 

71% 

132% 

N/A 

Income  (loss)  before 
taxes 

• Percent  change 

$7,829 

$2,361 

$(2,377) 

$(2,490) 

$(1,416) 

from  previous  year 

232% 

199% 

5% 

(76%) 

N/A 

Net  income  (loss) 

• Percent  change 

$6,322 

$2,012 

$(2,471) 

$(2,504) 

$(1,434) 

from  previous  year 

214% 

181% 

1% 

(75%) 

N/A 

Earnings  (loss)  per 
share 

$0.74 

$0.24 

$(0.45) 

$(0.54) 

$(0.38) 

• Percent  change 

from  previous  year 

208% 

153% 

19% 

(42%) 

N/A 

KnowledgeWare  management  attributes  fiscal  1989  revenue 
increases  to  increased  sales  of  the  IEW/Planning,  Analysis,  and 
Design  Workstation  products,  higher  sales  associated  with  the 
reintroduction  of  the  IEW/GAMMA  product,  the  introduction  of 
the  IEW/Construction  Workstation  product,  and  license  fees  from 
its  agreement  with  IBM. 
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Revenue  for  the  three  months  ending  September  30,  1989  reached 
nearly  $12.8  million,  compared  to  $4.1  million  for  the  same  period 
in  1988.  Net  income  reached  $2  million,  compared  to  net  income 
of  $301,000  for  the  same  period  a year  ago. 

Major  competitors  include  Index  Technology  Corporation,  Texas 
Instruments,  Sage  Software,  Pansophic  Systems,  and  Andersen 
Consulting. 


Key  Products  and  Approximately  75%  of  KnowledgeWare's  fiscal  1989  revenue  was 
Services  derived  from  systems  software  product  licenses,  12%  from 

software  maintenance  services,  and  5%  from  consulting  and 
education  services.  The  remaining  8%  of  revenue  was  derived 
from  the  licensing  agreement  with  IBM. 

A three-year  source  of  revenue  summary  follows: 


KNOWLEDGEWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/89 

6/88 

6/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  product 
licenses 

$25.2 

75% 

$11.8 

84% 

$7.4 

67% 

Service  agreements 

4.0 

12% 

1.4 

10% 

1.2 

11% 

Consulting  and  education 

1.6 

5% 

0.8 

6% 

1.0 

9% 

Other  (a) 

2.6 

8% 

- 

-- 

1.4 

13% 

TOTAL 

$33.4 

100% 

$14.0 

100% 

$11.0 

100% 

(a)  Includes  revenue  from  the  technology  license  agreement  with  IBM  for  fiscal  1989  and  product 
development  fees  from  Arthur  Young  United  States  for  fiscal  1987. 


RnowledgeWare  microcomputer-based  software  products  include 
the  following: 

• Information  Engineering  WorkbenchR/Planning  Workstation 
(IEW/PWS)  is  a set  of  diagrammatic  tools  that  supports  the 
strategic  planning  phase  of  systems  development. 
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- IEW/PWS  helps  to  group  data  and  processes  into  potential 
subject  area  data  bases  and  applications,  and  identify  and 
prioritize  candidate  development  projects. 

- Planning  information  can  be  captured  and  analyzed  using 
tightly-integrated  diagrams,  including  Decomposition 
Diagrams,  Entity  Relationship  Diagrams,  Association  Matrix 
Diagrams,  and  Property  Matrix  Diagrams. 

- First  installed  in  April  1987,  there  have  been  over  4,534 
copies  sold. 

• Information  Engineering  Workbench/ Analysis  Workstation 
(IEW/AWS)  is  a set  of  diagrammatic  tools  that  supports  the 
analysis  phase  of  systems  development. 

- The  IEW/AWS  is  a tool  for  creating,  validating,  and 
maintaining  the  types  of  diagrams  most  often  used  in 
structured  analysis.  The  product  provides  for  the 
development  of  logical  data  and  process  models  and 
describes  the  associations  between  these  models. 

System  requirements  can  be  captured  and  analyzed  using 
tightly-integrated  diagrams,  including  Decomposition 
Diagrams,  Entity  Relationship  Diagram,  Data  Flow 
Diagrams,  and  Action  Diagrams. 

- First  installed  in  November  1985,  there  have  been  over  8,485 
copies  sold. 

• Information  Engineering  Workbench/Design  Workstation 
(IEW/DWS)  is  a set  of  diagrammatic  tools  that  supports  the 
design  phase  of  system  development. 

- IEW/DWS  supports  data  and  process  design  by  capturing 
knowledge  about  screen  layouts,  program  structures, 
procedural  logic,  data  base,  and  file  structures.  System 
design  transforms  a logical  representation  of  "what"  a given 
system  is  required  to  do  into  the  physical  specifications  for 
"how"  the  system  will  actually  be  implemented. 

- IEW/DWS  consists  of  several  tightly-integrated 
diagrammers,  including  Structure  Chart  Diagrammer, 
Presentation  Diagrammer  for  Screens,  Action  Diagrammer 
for  Modules,  Data  Structures  Diagrammer,  and  Database 
Diagrammer. 


Page  4 of  7 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


December  1989 


KNOWLEDGEWARE,  INC. 


INPUT 


- First  installed  in  April  1987,  there  have  been  over  6,349 
copies  sold. 

• Information  Engineering  Workbench/Construction 
Workstation  (IEW/CWS)  is  a PC-based  application  generator 
for  generating  complete  COBOL  source  codes  and 
documentation. 

- IEW/CWS  is  a back-end  CASE  tool  for  processing 
information  that  has  been  collected  in  the  Encyclopedia  by 
Knowledge  Ware's  front-end  IEW/PWS,  IEW/AWS,  and 
IEW/DWS  tools. 

- Using  IEW/CWS,  the  IEW/ Workstation  tools  can 
automatically  generate  100%  of  the  COBOL  source  code, 
data  base  schemas,  data  base  definitions,  data  access 
routines,  screen  maps,  and  system  documentation  for  an 
application. 

• IEW/CWS  can  perform  the  same  functions  as 

IEW/GAMMA,  KnowledgeWare's  mainframe-based 
application  generator. 

- First  installed  in  June  1989,  there  have  been  over  2,143 
copies  sold. 

For  each  of  the  products  described  above,  the  knowledge  is 
captured  in  a common,  intelligent  Encyclopedia  which  is  shared 
with  each  of  KnowledgeWare's  other  microcomputer-based 
workstation  products.  Within  the  Encyclopedia  is  the  Knowledge 
Coordinator,  a rules-based  system  that  provides  real-time  error 
checking. 

• KnowledgeWare's  microcomputer-based  software  products  run 
on  IBM  PC/AT,  PS/2  (model  50  or  higher),  and  COMPAQ 
286/366  class  machines  under  DOS  3.1  or  higher  (3.3  or  higher 
for  the  PS/2).  Minimum  memory  requirements  are  5-8  Mb 
expanded  or  extended  memory  (includes  640K  base  memory 
and  2.5  Mb  extended  memory).  Also  needed  is  a Video 
Graphics  Array  (VGA)  or  Enhanced  Graphics  Adapter  (EGA) 
with  a total  of  128k.  Source  language  is  C Prolog  (source  code 
is  not  available). 

• Documentation  is  included  and  a 90-day  warranty  is  provided. 

• The  purchase  price  for  each  IEW/Workstation  product  is 
$8,625  for  the  first  copy.  Quantity  discounts  are  available. 

GSA  pricing  is  $6,750. 
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• A special  Starter  Kit  of  all  four  IEW/Workstation  tools 
(includes  one  each  of  Planning,  Analysis,  Design,  and 
Construction)  is  available  for  $15,000. 

KnowledgeWare's  mainframe-based  products  include  the 

following: 

• Information  Engineering  Workbench/Mainframe  Encyclopedia 
and  Knowledge  Coordinator  (IEW/MF)  provides  the  ability  to 
upload  and  manage  information  collected  in  the 
IEW/Workstation  tools  Encyclopedias  at  the  mainframe  level. 

- IEW/MF  is  targeted  to  very  large  organizations  with 
applications  too  large  and  complex  to  use  microcomputer- 
based  tools. 

- IEW/MF  runs  on  IBM  and  compatible  mainframes  under 
OS/MVS,  MVS/SP,  or  MVS/XA  with  TSO/E  Release  2; 
Data  Facility  Product,  Release  1.1  or  above;  ASPF/PDF 
Version  2,  Release  2;  MVS  PROLOG.  Memory  required  is 
a minimum  region  size  of  4-6Mb. 

- First  installed  in  October  1986,  there  have  been  over  71 
copies  sold.  The  purchase  price  is  $115,000  for  the  first  copy. 
Quantity  discounts  are  available.  GSA  pricing  is  $90,000. 

• IEW/GAMMA  is  a mainframe-based  application  generator  for 
generating  COBOL  source  code  and  documentation. 

- IEW/GAMMA  is  a back-end  CASE  tool  for  processing 
information  that  has  been  collected  in  the  IEW/MF 
Encyclopedia  and  Knowledge  Coordinator  by  the  front-end 
IEW/Workstation  tools.  It  also  has  its  own  3270  interface  to 
drive  code  generation  independent  of  the  PC-based  tools. 

- Using  IEW/GAMMA,  the  IEW/Workstation  tools  can 
automatically  generate  100%  of  the  COBOL  (both  ANSI 
Standard  COBOL  and  COBOL  II)  source  code,  data  base 
schemas,  data  base  definitions,  data  access  routines,  screen 
maps,  and  system  documentation  for  an  application. 

- IEW/GAMMA  runs  on  IBM  and  compatible  mainframes 
under  MVS  supporting  ANSI  Standard  COBOL  and  VSAM 
with  a configuration  of  TSO/ISPF  and  ISPF/PDF,  version 
2.0  or  later,  or  TSO/E.  The  minimum  memory  required  is 
2Mb. 
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Industry  Markets 


Geographic 

Markets 


December  1989 


- First  installed  in  February  1981,  there  have  been  over  79 
copies  sold.  The  purchase  price  is  $209,300  for  the  first  copy. 
Quantity  discounts  are  available.  GSA  pricing  is  $163,800. 

KnowledgeWare  provides  hotline  assistance  to  its  clients  between 
8:30  a.m.  and  8:00  p.m.  (EST)  weekdays. 

KnowledgeWare  offers  the  following  training  courses  in  support  of 
its  software  products: 

• KnowledgeWare  Product  Courses: 

- Planning  Workstation  Workshop 

- Analysis  Workstation  Workshop 

- Design  Workstation  Workshop 

- IEW/GAMMA  Workshop 

- GAMMA  Design  and  Programming  Workshop 
Construction  Workstation  Workshop 

- CSP  Enablement  Facility  Workshop  (scheduled 
for  availability  in  February  1990) 

• CASE  Courses: 

Information  Engineering  Concepts 

- Joint  Application  Design  Workshop 
Information  Strategy  Planning 

- Business  Area  Analysis 

- Structured  Design 

KnowledgeWare's  revenue  is  derived  from  across  all  industry 
sectors. 


Approximately  72%  of  KnowledgeWare's  fiscal  1989  revenue  was 
derived  from  the  U.S.  and  28%  from  international  sources. 

KnowledgeWare  has  17  U.S.  regional  offices:  Ann  Arbor  (MI), 
Arlington  (VA),  Atlanta  (GA),  Cambridge  (MA),  Chicago  (IL), 
Clayton  (MO),  Dallas  (TX),  Denver  (CO),  Houston  (TX),  Iselin 
(NJ),  Minnetonka  (MN),  New  York  and  Tarrytown  (NY), 
Newport  Beach  and  San  Francisco  (CA),  and  Philadelphia  and 
Pittsburgh  (PA). 

KnowledgeWare's  products  are  distributed  internationally  through 
the  European  Headquarters  Office  in  Brussels  and  Arthur  Young 
International  affiliate  member  firms. 
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COMPANY  PROFILE 


KNOWLEDGEWARE,  INC. 

3340  Peachtree  Road,  N.E. 
Suite  100 

Atlanta,  GA  30026 
(404)  231-8575 


Fran  Tarkenton,  Chairman  and  CEO 
Private  Corporation 
Total  Employees:  110 
Total  Revenue,  Fiscal  Year  End 
6/30/88:  $15,000,000 


The  Company  Knowledge  Ware,  Inc.  develops  and  markets  computer  aided 

software  engineering  (CASE)  systems  software  tools  that 
automate  information  systems  development.  KnowledgeWare's 
tools  are  used  by  corporations  and  government  agencies  to  help 
data  processing  professionals  automate  the  planning,  analysis, 
design,  construction,  and  maintenance  of  information  systems 
using  different  methodologies  and  techniques,  including 
Information  Engineering,  Yourdon,  and  DeMarco,  among  others. 

• KnowledgeWare  was  founded  in  1979  as  Database  Design,  Inc. 
by  James  Martin.  The  company  changed  its  name  to 
Knowledgeware,  Inc.  in  December  1985. 

• KnowledgeWare  merged  with  Tarkenton  Software,  Inc.  in 
December  1986. 

Fiscal  1988  revenue  reached  $15  million,  a 36%  increase  over 
fiscal  1987  revenue  of  $11  million.  The  company  reported  a profit 
for  fiscal  1988.  A three-year  revenue  summary  follows: 

KNOWLEDGEWARE,  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

6/88 

6/87 

6/86 

Revenue 

• Percent  increase 

$15,000 

$11,000 

$6,000 

from  previous  year 

36% 

80% 

224% 

July  1988 
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Key  Products  and 
Services 


As  of  June  1988,  KnowledgeWare  had  approximately  110 
employees,  segmented  as  follows: 

Marketing/sales  26 

Product  development  and 
customer  support  66 

Admininstrative  and 
executive  18 

110 


Approximately  80%  of  KnowledgeWare's  fiscal  1988  revenue  was 
derived  from  systems  software  product  sales.  The  remaining  20% 
was  derived  from  associated  training  and  maintenance  services. 

KnowledgeWare  microcomputer-based  software  products  include 
the  following: 

• Information  Engineering  WorkbenchR/Planning  Workstation 
(IEW/PWS)  is  a microcomputer-based  set  of  diagrammatic 
tools  that  support  the  planning  phase  of  information  systems 
development. 

- IEW/PWS  uses  tightly  integrated  diagrams  , including 
decomposition  diagrams,  entity  diagrams  and  tables  or 
matrices  to  capture  and  analyze  planning  information  such  as 
business  functions,  data,  goals,  and  candidate  projects.  The 
planning  information  captured  using  the  diagrams  is  kept  in 
a common,  intelligent  Encyclopedia  that  is  shared  with 
KnowledgeWare’s  Analysis  and  Design  Workstations. 
Working  with  the  Encyclopedia  is  the  Knowledge 
Coordinatior,  a rules-based  system  that  provides  real-time 
error  checking  to  ensure  the  consistency  of  information 
collected. 

- First  installed  in  December  1987,  there  are  over  1,500 
current  users.  The  purchase  price  is  $7,500. 

• Information  Engineering  Workbench /Analysis  Workstation 
(IEW/AWS)  is  a microcomputer-based  set  of  diagrammatic 
tools  that  support  the  analysis  phase  of  information  systems 
development. 

- IEW/AWS  contains  tightly  integrated  diagramming  tools, 
including  the  Decomposition  Diagrammer,  Entity 
Diagrammed  and  Action  Diagrammer.  The  knowledge 
captured  using  the  diagrams  is  kept  in  a common,  intelligent 
Encyclopedia  that  is  shared  with  KnowledgeWare's  Planning 
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and  Design  Workstations.  The  Encyclopedia  works  with  the 
Knowledge  Coordinator. 

- First  installed  in  November  1985,  there  are  over  3,600 
current  users.  The  purchase  price  is  $7,500. 

• Information  Engineering  Workbench/Design  Workstation 
(EEW/DWS)  is  a microcomputer-based  set  of  diagrammatic 
tools  that  support  the  design  phase  of  information  systems 
development. 

- IEW/DWS  is  composed  of  commonly  used,  tightly 
integrated  design  diagrams,  including  structure  charts,  data 
structure  diagrams,  opresentation  diagrams  for  screen 
design,  and  action  diagrams  for  modules,.  The  knowledge 
captured  using  the  diagrams  is  kept  in  the  Encyclopedia 
which  is  shared  with  KnowledgeWare's  Planning  and 
Analysis  Workstations.  The  Knowledge  Coordinator  works 
with  the  Encyclopedia. 

- First  installed  in  December  1987,  there  are  over  2,200 
current  users.  The  purchase  price  is  $7,500. 

• A special  Starter  Kit  of  all  three  IEW/Workstation  tools 
(includes  one  each  of  Planning,  Analysis,  and  Design)  is 
available  for  $10,000. 

• The  above  KnowledgeWare  microcomputer-based  software 
products  run  on  the  IBM  PS/2  (Model  50  or  above)  under  DOS 
3.3  or  higher  and  the  IBM  PC/AT  and  3270  AT,  COMPAQ  286 
and  COMPAQ  386  or  compatibles  under  DOS  3.1  or  higher; 
minimum  memory  on  the  mother  board  is  640k  with  an 
additional  4Mb  of  additional  memory  includes  2Mb  for  a virtual 
disk;  Video  Graphics  Array  (VGA),  Enhanced  or  Color 
Graphics  Adapter  (EGA  or  CGA)  with  a total  of  128k;  source 
language  is  C and  Prolog  (source  code  is  not  available); 
documentation  is  included;  90  day  warranty. 

• Action  Diagrammed  is  a microcomputer-based,  full-function, 
color  action  diagram  editor. 

- Action  Diagrammer  runs  on  the  IBM  PC,  PC/XT,  PC/AT, 
3270  PC,  and  compatibles;  PC-DAS  operating  system 
(version  2.1  or  higher),  minimum  memory  of  256  Kb;  source 
language  is  C (source  code  not  available);  documentation 
included;  90  day  warranty. 
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- First  installed  in  December  1984,  there  are  over  2,200 
current  users.  The  purchase  price  is  $495.  A demo  diskette 
is  available  for  $25. 

KnowledgeWare  mainframe-based  products  include  the  following: 

• Information  Engineering  Workbench/Mainframe  Knowledge 
Coordinator  and  Encyclopedia  (IEW/MF)  is  a mainframe- 
based  repository  for  the  microcomputer-based 
IEW/Workstation  tools. 

- IEW/MF  allows  users  of  the  IEW/Workstation  tools  to  use 
the  security,  capacity,  and  speed  of  the  mainframe  to  manage 
the  information  collected  on  the  microcomputer. 

- In  addition  to  reporting  and  analysis  capabilities,  the 
IEW/MF  features  shared  access  permitting  multiple  users 
at  one  site,  or  several  sites,  to  share  a common 
Encyclopedia;  project  control  so  work  can  be  divided  among 
project  team  members  and  compiled  and  reconciled  in  order 
to  handle  large  project;  and  faster  response  time. 

- IEW/MF  runs  on  IBM  370,  3xxx,  and  43xx  systems  using  the 
MVS/SP  operating  system  wuth  the  Data  Facility  Product 
running  TSO  extensions,  ISPF/PDF  and  MVS  Programming 
in  Logic  MVS/Prolog;  source  language  is  IBM  Prolog 
(source  code  not  available);  documentation  included;  one 
year  maintenance  included  in  the  the  license  fee;  both  the 
IBM  3273/79  Emulator  Adapter  and  the  IRMA  board  are 
supported  for  micro-to-mainframe  file  transfer. 

- First  installed  in  May  1987,  there  are  over  50  current  users. 
The  perpetual  license  fee  is  $100,000. 

• GAMMA™  is  a mainframe-based  COBOL  applications 
genertor  that  helps  system  designers  to  build  screen  and  report 
layouts,  physical  file  and  data  base  definitions,  menus,  and 
procedural  logic. 

- GAMMA  runs  on  any  IBM  or  compatible  mainframe 
supporting  ANS  COBOL  and  a keyed  access  method  with 
the  MVS  operating  system;  minimum  memory  required  is 
1,000k  virtual  storage  with  300  cylinders  (3350  disk 
equivalent)  auxiliary  storage;  source  language  is  COBOL 
(source  code  not  available);  supports  a variety  of  data  base 
management  systems  and  teleprocessing  environments;  one 
year  maintenance  is  included  in  the  license  fee. 
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- First  installed  in  February  1981,  there  are  over  60  current 
users.  Perpetual  license  pricing  is  $182,000  plus  a mandatory 
taining  package  for  $20,000. 

• Data  Designed  II  is  a mainframe-based  normalization  and  data 
base  design  tool  that  helps  to  improve  the  accessibility  of 
information. 

- It  accepts  user  views  of  data,  combines  them  together  using 
canonical  synthesis,  then  reduces  them  to  the  simplest  and 
most  non-redundant  structure  possible. 

- Data  Designer  II  and  its  various  optional  modules,  including 
interfaces  with  several  commercial  data  dictionaries,  runs  on 
the  IBM  370,  3xxx,  and  43xx  with  the  IBM  MVS  operating 
system;  minimum  memory  required  in  2,500Kb;  source 
language  is  FORTRAN  IV  and  Assembler  (source  code  not 
available);  documentation  is  included;  one  year  maintenance 
is  included  in  the  license  fee. 

- First  installed  in  December  1979,  there  are  over  280  current 
users.  Perpetual  license  pricing  is  $44,000. 

• Information  Planner R is  a mainframe-based  tool  that  helps 
capture,  organize,  update,  report  on,  and  analyze  data  about  an 
organization  and  its  use  of  information. 

- Information  Planner  helps  to  define  planning  information 
(such  as  business  functions,  business  goals,  data 
requirements,  how  data  is  currently  stored,  how  business 
functions  are  currently  performed)  and  make 
recommendations  about  prioritizing  information  system 
development  projects,  migrating  to  a shared  data  base 
environment  and  determining  the  scope  of  individual  data 
bases. 

- Information  Planner  runs  on  IBM  370,  3xxx,  and  43xx  with 
the  MVS  operating  system;  source  language  is  PL/1  and 
Assembler  (source  code  not  available);  documentation  is 
included;  one  year  maintenance  is  included  in  the  license 
fee. 

- First  installed  in  November  1983,  there  are  over  110  current 
users.  Perpetual  license  fees  are  $35,000. 

KnowledgeWare  provides  hotline  assistance  to  its  clients  between 

8:30  a.m.  and  5:30  p.m.  (EST)  weekdays. 
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KnowledgeWare  offers  the  following  training  courses  in  support  of 
its  software  sales: 

• KnowledgeWare  Product  Courses: 

- Planning  Workstation  Workshop. 

- Analysis  Workstation  Workshop. 

- Design  Workstation  Workshop. 

- Information  Planner  Tool  Application. 

- Data  Designer  II  Tool  Application. 

- GAMMA  Design  & Programming  Workshop. 

- GAMMA  Design  Workshop. 

- GAMMA  Programming  Workshop. 

• CASE  Courses: 

- Survey  of  Information  Engineering  Concepts. 

- Joint  Application  Design  Workshop. 

- Information  Strategy  Planning, 

- Data  Analysis. 

Industry  Markets 

KnowledgeWare's  revenue  is  derived  from  across  all  industry 
sectors. 

Geographic 

Markets 

Approximately  60%  of  KnowledgeWare's  fiscal  1988  revenue  was 
derived  from  the  U.S.  and  40%  from  international  sources. 

KnowledgeWare  has  regional  sales  offices  in  Ann  Arbor  (MI), 
Arlington  (VA),  Atlanta  (GA),  Chicago  (IL),  San  Francisco  and 
Newport  Beach  (CA),  Iselin  (NJ),  and  Wellesley  Hills  (MA). 

KnowledgeWare's  products  are  distributed  outside  the  U.S.  by 
Arthur  Young  International  affiliate  member  firms. 
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COMPANY  PROFILE 


KNOWLEDGEWARE,  INC. 

3340  Peachtree  Road,  N.E. 
Suite  2900 
Atlanta,  GA  30026 
(404)  231-8575 


Fran  Tarkenton,  Chairman  and  CEO 

Private  Corporation 

Total  Employees:  70  (6/86) 

Total  Revenue,  Fiscal  Year  End 
6/30/86:  $6,051,834 


THE  COMPANY 

• KnowledgeWare,  Inc.  develops,  markets,  and  supports  software  tools  that 
automate  systems  and  application  software  development.  Used  by  many 
major  corporations  and  government  agencies,  KnowledgeWare  software  tools 
help  data  processing  professionals  apply  systematic  automated  procedures  to 
the  planning,  analysis,  design,  and  construction  of  information  systems— 
information  engineering. 

KnowledgeWare  was  founded  in  1979  as  Database  Design,  Inc.  by  James 
Martin.  The  company  changed  its  name  to  KnowledgeWare  in 
December  1985. 

Effective  December  2,  1986,  KnowledgeWare  merged  with  Tarkenton 
Software,  Inc.  The  merger  was  effected  through  the  exchange  of  stock 
by  the  two  firms'  principals. 

. Tarkenton  Software  developed  a mainframe  applications 
generation  software  development  tool  and  had  approximately  60 
employees  at  the  time  of  the  merger. 

. The  new  firm  retains  the  KnowledgeWare  name,  relocating  its 
headquarters  from  Ann  Arbor  (Ml)  to  Atlanta. 

• Fiscal  1986  revenue  reached  $6  million,  a 224%  increase  over  fiscal  1985 
revenue  of  $2.7  million.  KnowledgeWare  management  anticipates  fiscal  1987 
revenue  will  reach  $12  million. 

• As  of  June  1986,  the  company  had  approximately  70  employees.  As  of  March 
1987,  subsequent  to  the  merger  with  Tarkenton  Software,  the  company  had 
approximately  130  employees,  segmented  as  follows: 


Marketing/sales 

29 

Customer  support  services 

12 

Product  development 

71 

General  and  administrative 

18 

130 

I of  5 
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KEY  PRODUCTS  AND  SERVICES 

• Approximately  96%  of  KnowledgeWare's  fiscal  1986  revenue  was  derived  from 
software  product  sales.  The  remaining  4%  of  revenue  was  derived  from 
associated  training  and  consulting  services. 

• KnowledgeWare  software  products  include  the  following: 

Action  Diagrammer®  , a PC-based  structured  programming  software 

tool. 

. A full-function,  color  action  diagram  editor  with  single-key 

commands  that  annotate  any  program,  as  it  is  written,  with 
graphics  and  indentation  to  communicate  logic  structure. 

. Action  Diagrammer  runs  on  the  IBM  PC,  PC/XT,  PC/AT,  3270 
PC,  and  100%  compatibles;  PC/DOS  operating  system  (version 
2.1  or  higher);  minimum  memory  of  256Kb;  source  language  is  C 
(source  code  not  available). 

. First  installed  in  December  1984,  there  are  over  1,500  current 
users.  Purchase  price  is  $495.  A demo  diskette  is  available  for 
$25. 

Data  Designer®  II,  a mainframe-based  logical  data  modeling  tool. 

. Data  Designer  II  generates  a logical  data  model  in  third  normal 
form  which  satisfies  the  data  needs  of  all  the  applications  it 
represents  without  redundancy.  Reporting  and  plotting  modules 
translate  the  model  into  design  specifications  tailored  to  any 
type  of  relational,  hierarchical,  or  network  data  base 
management  system  or  file  access  method. 

. Data  Designer  II  (and  various  optional  modules,  including 

interfaces  with  several  commercial  data  dictionaries)  runs  on 
the  IBM  System/370,  IBM  3XXX,  IBM  43XX,  or  DEC  VAX  with 
IBM  MVS  or  VM  and  DEC  VAX/VMS  operating  systems;  minimum 
memory  required  is  2,500Kb;  source  language  is  FORTRAN  IV 
and  Assembler  (source  code  is  not  available). 

. First  installed  in  December  1979,  there  are  over  200  current 
users.  Perpetual  license  pricing  is  $44,000.  Maintenance  is 
included  the  first  year  after  licensing,  thereafter  at  a fee  of 
17%  of  the  current  license  price  at  time  of  renewal. 

GAMMA7  M' , a mainframe-based  applications  generator. 

. GAMMA  uses  logical  system  requirements  and  associated 
physical  design  specifications  to  produce  complete  system 
documentation  at  all  stages  of  the  development  process  and 
automatically  generates  MAP's  and  COBOL  source  code. 
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. GAMMA  runs  on  an/  IBM  mainframe  or  plug  compatible 

supporting  ANS  COBOL  and  a keyed  access  method  with  the 
DOS/VSE,  VM/VMS,  or  MVS  host  operating  systems;  minimum 
memory  required  is  l,000K  and  200  cylinders;  source  language  is 
COBOL  (source  code  is  not  available).  GAMMA  supports  a 
variety  of  DBMS's  and  teleprocessing  environments  including 
IMS  DB/DC,  CICS  DL/I , and  CICS/VSAM. 

. First  installed  in  February  1981,  there  are  over  60  current 

users.  Perpetual  license  pricing  is  $182,000  plus  a $30,000 
support  package  required  for  proper  training  and  maintenance  of 
the  software.  Maintenance  is  included  in  the  purchase  of  the 
support  package  for  the  first  year,  thereafter  at  a fee  of  17%  of 
the  license  price  at  time  of  renewal. 

Information  Engineering  Workbench®  /Workstation  (IEW/WS),  a PC- 

based  expert  system  diagramming  and  systems  analysis  tool. 

. The  IEW/WS  is  a set  of  tools  to  create,  validate,  revise,  and 
maintain  the  diagrams  most  commonly  used  for  systems 
development  by  data  processing  professionals  (currently  included 
are  decomposition,  entity  relationship,  data  flow,  and  action 
diagrams)  using  advanced  CAD/CAP  (computer-aided  design  and 
programming)  and  CASE  (computer-aided  software  engineering) 
techniques.  The  IEW/WS  integrates  these  systems  analysis  tools 
via  the  Encyclopedia  (a  knowledge  base)  which  is  tightly  coupled 
with  the  Knowledge  Coordinator TM-  (an  expert  system  module). 

The  IEW/WS  runs  on  the  IBM  PC/AT,  3270  AT,  or  100% 
compatibles  with  the  PC/DOS  operating  system  (verison  3.1  or 
higher);  minimum  memory  on  the  mother  board  is  512k  with  an 
additional  free  1 0Mb  required  on  the  hard  disk,  another  3Mb 
(4Mb  is  preferable)  RAM  installed  via  the  Intel  Above  Board; 
IBM  enhanced  color  display  monitor;  IBM  Enhanced  Graphics 
Adapter  with  at  least  128k  expanded  graphics  memory  via  the 
IBM  Graphics  Memory  Expansion  Card  (or  a 100%  compatible 
enhanced  graphics  adapter  card  with  a minimum  of  156k 
expansion);  1.2Mb  high  density  floppy  disk  drive;  source  language 
is  C (source  code  is  not  available). 

. First  installed  in  November  1985,  there  are  over  1,200  current 
users.  Purchase  price  is  $7,500. 

Information  Planner®  , a mainframe-based  decision  support  system  for 

MIS  management. 

. Information  Planner  supports  information  strategy  planning, 

automating  a variety  of  widely  used  planning  methods  including 
IBM's  BSP,  the  Critical  Success  Factors  approach,  and  James 
Martin's  Strategic  Data  Planning  Methodologies.  The  tool 
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assists  with  the  creation  and  analysis  of  a model  of  the  business 
enterprise  (its  objectives,  organization  structure,  locations, 
activities,  information  needs,  and  the  relationship  between  these 
things).  It  then  helps  define  and  prioritize  a collection  of 
systems  development  projects  based  on  their  contribution  to  the 
objectives  of  the  organization. 

. Information  Planner  runs  on  IBM  System/370,  IBM  30XX,  IBM 
43XX,  and  DEC  VAX  with  the  IBM  MVS  or  VM,  or  the  DEC 
VAX/VMS  operating  system;  minimum  memory  required  is  2,500 
Kb;  source  language  is  PL/I  and  Assembler  (source  code  is  not 
available). 

. First  installed  in  1983,  there  are  over  125  current  users.  The 
perpetual  license  price  is  $35,000.  The  first  year  of  mainte- 
nance is  included,  thereafter  the  fee  is  17%  of  the  current 
license  price  at  time  of  renewal. 

• To  support  its  software,  KnowledgeWare  provides  training  and  consulting 
services.  Areas  of  expertise  include: 

Applications  generation. 

Data  analysis 

Fourth  generation  systems  development  methodologies. 

Information  engineering. 

Information  engineering/joint  application  development. 

Information  strategy  planning. 

• The  company  provides  courses  for  customers  on-site  as  well  as  public  classes 
held  in  different  cities  throughout  the  U.S.  These  courses  are: 

Data  Analysis. 

IE/JAD. 

Information  Strategy  Planning. 

Survey  of  Information  Engineering  Concepts. 

INDUSTRY  MARKETS 


• KnowledgeWare's  revenue  was  derived  across  all  industry  sectors. 

• KnowledgeWare  has  a particularly  strong  presence  in  the  utilities  and 
insurance  industries  as  well  as  in  the  government  sector.  Product  installations 
exhibit  an  even  distribution  across  other  industry  sectors. 

GEOGRAPHIC  MARKETS 

• Approximately  93%  of  KnowledgeWare's  fiscal  1986  revenue  was  derived  from 
the  U.S.  and  7%  from  international  sources. 
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• KnowledgeWare  has  regional  sales  offices  in  Ann  Arbor  (Ml),  Arlington  (VA), 
Atlanta,  Boston,  Chicago,  Dallas,  Greenwich  (CT),  Los  Angeles,  San 
Francisco,  and  Plscataway  (NJ). 

• KnowledgeWare  products  are  exclusively  distributed  outside  the  U.S.  by 
Arthur  Young  International  affiliate  member  firms. 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Banking  and  Finance 


KOCH  Systems  Corporation 

70  Tenth  Street 
P.  0.  Box  2510 
San  Francisco,  CA  94126 
(415)  861-8900 

CEO:  George  B.  Koch,  President 
Private  Company 
Founded:  1984 

Employees:  85*  00/86) 

Revenue  (FYE  12/31/85):  $7.1  million* 


The  Company:  Develops  and  supports  integrated  investment  management  software 
for  financial  institutions  with  investment  portfolios  exceeding  $100 
million 

Sources  of  Revenue: 

Application  Software 
Processing/Network  Services 

Key  Products  and  Services: 

- Application  Software  Products  (Utilizes  IBM  and  compatible  mainframe 
computers) 

• Integrated  commercial  investment  software  (THESIS) 

- Processing/Network  Services  (Utilizes  IBM  mainframe  computers) 

• Remote  interactive  processing 

Target  Industries: 

Savings  and  loan  associations 
Insurance  companies 
Mutual  funds 
Commercial  banks 

Corporations  with  investment  departments 
Securities  brokers 
Money  management  firms 
Municipalities 

Geographic  Markets: 

- U.S.  (100%) 

Sales  Offices:  San  Francisco,  New  York 


*INPUT  estimate 
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Other: 

Founded  originally  in  1970  as  KOCH  Engineering;  renamed  KOCH  Research  & 
Development  in  1979  through  1982;  established  KOCH  Systems  Corporation  in 
May  1 984  as  a separate  company 

KOCH  Systems  emphasizes  post-sale  service  and  support  as  keys  to  its  marketing 
approach 
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May  1998 

KPMG  Consulting- 
Baan  Services  Providers 


Contact  Information  for  Baan  Services  in  North  America 
Partner-in-Charge:  Doug  Canty 

E-mail:  dcanty@kpmg.com 

KPMG  Consulting 
Suite  3300,  Commerce  Court  West 
P.O.  Box  31  Stn  Commerce  Court 
Toronto,  Ontario  M5L1B2 
Canada 

Phone:  416-777-8007 

Fax:  416-777-8818 

Internet:  wvm.kpmg.com 


The  following  profile  outlines  the  services  and 
support  offered  by  KPMG  Consulting  for  Baan 
Services. 


Company  Background 

KPMG  U.S.  is  a member  firm  of  KPMG  International,  the  worldwide  professional  services 
firm.  KPMG  International  has  80,000  professionals  serving  clients  through  1,100  offices  in 
839  cities  in  153  countries  with  FY  ‘96  revenue  in  excess  of  $8  billion. 

In  the  United  States,  KPMG  partners  and  professionals  deliver  a wide  range  of  value-added 
consulting,  assurance,  tax,  and  process  management  services.  KPMG  Consulting,  with 
worldwide  revenues  of  $2  billion,  and  almost  15,000  partners  and  professionals,  ranks  as 
one  of  the  world’s  largest  consulting  organizations  and  is  backed  by  KPMG’s  100  years  of 
experience  and  commitment  to  quality  client  service. 
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Baan  Activities 

KPMG  has  a unique  relationship  with  Baan  that  benefits  their  mutual  client  base  in  that 
on  October  18,  1994,  in  Amsterdam,  the  Netherlands,  KPMG  and  Baan  International  B.V. 
jointly  signed  the  first  Baan  Global  Partnership  agreement  with  a Big  6 firm.  The  objective 
for  the  signing  of  this  international  service  alliance  was  to  respond  to  a worldwide  market 
demand  for  business  transformation  through  the  effective  use  of  people,  technology,  and 
processes— and  to  meet  KMPG’s  clients’  needs  for  global  implementations. 

KPMG’s  global  Baan  practice  is  active  in  over  15  countries,  with  more  than  40  projects 
around  the  world.  Over  70%  of  the  KPMG  Baan  organization  has  more  than  2 years  of 
Baan  implementation  experience  and,  on  average,  over  10  years  of  industry  experience. 

KPMG  has  Centers  of  Excellence  across  North  America.  Locations  include  Toronto  (Global 
Baan  Competency  Center),  Chicago  (Joint  lab  with  Aurum),  Detroit  (Automotive  Center  of 
Operations), 

Palo  Alto  (Hi  Tech  Center  of  Excellence),  and  Atlanta  (Consumer  Markets  Center  of 
Operations). 

KPMG  has  worked  closely  with  the  Baan  Development  on: 

• Initial  co-development  of  the  Enterprise 

• Performance  (EPM)  module 

• Activity  Based  Costing  (thought  leadership) 

• BAAN  V:  testing  and  quality  assurance 

• BMC  Patrol  product  for  system  administration 

With  an  ROI  focus,  KPMG’s  Baan  practice  leverages  their  understanding  of  industry  best 
practices  and  operations  improvement  to  drive  returns  up.  Harnessing  their  methodology 
and  tools,  KPMG  helps  clients  to  implement  best  practices  and  thereby  more  efficiently 
contain  costs. 

Employees 

Worldwide,  KPMG  Consulting  has  15,000  employees,  of  which  250+  are  certified 
implementors,  dedicated  to  their  Baan  practice.  An  additional  150+  KPMG  staff  members 
have  had  experience  with  Baan  implementations. 

In  North  America,  there  are  6,000  employees,  with  120+  dedicated  and  certified  Baan 
implementors.  An  additional  70+  members  of  KPMG’s  North  American  staff  have  had 
experience  with  Baan  implementations. 
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Exhibit  1 identifies  six  primary  Baan  skill  categories,  and  notes  the  distribution  of  KPMG’s 
North  American  staff  in  these  areas.  KPMG  regards  growth  plans  as  confidential  and 
estimates  of  staff  growth  are  not  available. 


Exhibit  1 


KPMG  Baan  Staffing 


Type  of  Staff 

Current 

Number 

Growth  % 
12  Months 

Business  Consultants 

45 

N/A 

Project  Directors 

10 

N/A 

Project  Managers 

25 

N/A 

Application  Consultants 

65 

N/A 

Technical  Consultants 

25 

N/A 

Post-implementation 
Support  Personnel 

0 

N/A 

Other 

20 

N/A 

Total 

190 

N/A 

Source:  KPMG 


Implementation  Approaches 

KPMG  utilizes  a comprehensive  package  integration  methodology  called  Package 
Integration  Manager  for  Baan  (PI  Manager  for  Baan),  a resource  into  which  their 
methodologists  have  incorporated  proven  approaches  from  past,  successful  projects. 

KPMG’s  standard  package  integration  methodology  has  been  integrated  closely  with  Baan’s 
Target  methodology  and  makes  full  use  of  available  Baan  reference  models  and  Baan’s 
unique  approach  to  implementation,  using  its  Dynamic  Enterprise  Modeler  (DEM).  Using 
KPMG’s  siips  methodology  as  its  launching  point,  PI  Manager  for  Baan  enables  companies 
to  focus  rapidly  on  the  precise  steps  necessary  to  implement  business  change  with  an 
enterprise  package  solution  as  their  centerpiece.  PI  Manager  facilitates  the 
implementation  teams’  efforts  to  manage  scope — supporting  KPMG’s  strong  project 
management  professionals  in  making  trade-offs  between  time,  cost,  functionality,  risk,  and 
benefit — while  taking  full  advantage  of  Baan-specific  materials  and  tools  such  as  the  DEM 
and  Orgware. 

PI  Manager  for  Baan  incorporates  technique  papers  for  making  effective  use  of  Baan- 
related  tools,  such  as  the  DEM  and  KPMG’s  own  best  practice  industry  reference  models 
that  have  been  integrated  with  PI  Manager.  PI  Manager  supports  the  interaction  of 
methodology,  business  process  modeling,  and  Baan  functionality.  Such  flexibility  promotes 
a seamless  flow  from  methodology  to  Baan  configuration  and  transaction  processing,  on 
through  to  project  documentation. 

PI  Manager  provides  access  to  KPMG’s  Knowledge  Repository — a library  of  implementation 
history  that  enables  the  creation  of  a custom  repository  of  supporting  examples,  guidelines, 
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best  practice  models,  technique  papers,  software  tools,  metrics,  and  presentations  geared 
specifically  to  Baan,  their  client’s  industry,  and  client-specific  approaches. 

KPMG’s  methodology  takes  their  clients  through  the  lifecycle  of  the  client’s  Baan 
implementation  project — from  resolution  (planning  and  design)  through  mapping,  piloting, 
migration,  and  roll-out — supplemented  with  critical  and  often  overlooked  integration 
activities  such  as  project  management,  change  management,  and  knowledge  transfer.  It 
has  a great  degree  of  Baan  specificity,  yet  it  is  flexible  enough  to  adapt  to  a client’s  unique 
requirements  or  to  complementary  enabling  technologies  that  are  not  part  of  the  Baan 
package. 

Throughout  the  project,  KPMG  methodology  helps  track  progress  against  the  ROI  targets 
that  have  been  established.  KPMG’s  goal  is  to  help  a client  achieve  the  bottom-line 
benefit — a more  efficient  project,  a shortened  implementation  time,  and  an  increased  return 
on  investment. 

Ongoing  Support  Offerings 

KPMG  has  established  a Competency  Center  infrastructure  around  the  Baan  initiative  that 
permits  rapid  and  reliable  support  of  Baan  by  offering  a single  point  of  contact  for  questions 
and  problems.  The  Competency  Centers  are  located  in  Toronto,  Ontario;  Utrecht,  The 
Netherlands;  Chicago,  Illinois;  and  Paris,  France.  In  terms  of  global  commitment,  KPMG 
leverages  a strong  international  presence  in  the  marketplace  for  multi-national  ERP 
implementation  assistance. 

In  addition,  a new  lab  is  being  built  in  Dallas,  Texas  under  the  National  Solution  Centers 
initiative  of  KPMG.  It  will  host  multiple  Baan  servers  for  both  internal  KPMG  and 
external  client  use. 

Pricing  Approaches 

In  general,  KPMG  has  found  that  the  “average”  ratio  between  implementation  fees  and  the 
vendor  license  fees  lies  in  the  range  of  1.5  to  3.5+,  depending  on  the  client’s  capabilities  and 
needs  for  services  and  support.  A key  factor  that  affects  the  ratio  is  the  complexity  of  the 
project.  This  can  range  from  projects  that  are  more  technically  focused,  1:1  conversions,  to 
implementations  that  include  significant  business  process  re-engineering. 

KPMG  offers  various  types  of  contracts  and  does  consider  value-based  contracts,  fixed-price 
integration,  and  outsourcing  arrangements. 

Alliances  and  Partnerships 

KPMG’s  has  alliances  with  Aurum,  BMC,  Bain  PDM  and  Hyperion.  In  addition,  they  work 
with  Compaq  and  Hewlett-Packard  on  hardware  offerings,  and  have  full  capability  to  sell 
hardware  and  lease  financing. 
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Vertical  Market  Competencies 

The  Baan  practice  within  KPMG  is  cross-industry  focused  within  the  supply-chains  of 
manufacturing  enterprises.  KPMG’s  Baan  practice  is  concentrating  energies  on  specific 
vertical  markets  and  will  continue  to  do  so  in  the  future.  In  North  America,  KPMG 
currently  has  a vertical  practice  around  Baan  in  the  automotive  industry,  including  a 
distributorship  arrangement  for  the  Baan  product  in  the  second  and  third-tier  automotive 
supplier  markets. 

The  firm  is  pursuing  several  emerging  opportunities,  including  the  aerospace  and  defense 
and  the  consumer  packaged  goods  industries.  Exhibit  2 indicates  the  percentage  of  KPMG 
projects  represented  by  each  vertical  market. 

Exhibit  3 details  KPMG’s  participation  in  seven  broad  market  categories,  in  terms  of  the 
level  of  consulting  or  implementation  involvement  (e.g.,  consulting  with  the  client,  who  will 
then  perform  the  implementation,  or  implementing  the  Baan  system  for  the  client). 


Exhibit  2 


Vertical  Market  Expertise 


Vertical  Market 

% of  Projects 

Discrete  Manufacturing 

62% 

Process  Manufacturing 

38% 

Source:  KPMG 


Exhibit  3 


Level  of  Vertical  Market  Involvement,  by  Activity 


Vertical  Market 

Consulting 

Implementation 

Aerospace  & Defense 

High 

Medium 

Automotive 

High 

High 

Process  Industries 

High 

High 

Hybrid 

High 

High 

Project  Industries 

High 

Medium 

Electronics 

High 

Medium 

General  Manufacturing 

High 

High 

Source:  KPMG 


Strategic  Positioning 

Drawing  on  its  industry  experience  and  technological  know-how,  KPMG  has  developed 
industry-specific  reference  models  and  templates  which  help  their  clients  achieve  a more 
rapid,  efficient  implementation  with  their  Baan  systems,  thereby  increasing  the  time-to- 
benefit  for  clients. 
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Combining  industry  know-how,  business  process  re-engineering  skills,  project  management 
and  Baan  implementation  experience,  Baan  extensions  experience,  and  the  integration  of 
third  party  solutions,  KPMG  offers  end-to-end  solutions  with  Baan  implementation 
projects. 

KPMG  has  developed  a methodology  tool,  PI  Manager  for  Baan,  to  help  clients  achieve  a 
more  rapid,  efficient  implementation  with  their  Baan  systems.  PI  Manager  is  an 
interactive  tool  which  includes  access  to  KPMG’s  knowledge  repository.  The  repository 
houses  thousands  of  best  practice  papers  and  templates. 

Plans  for  the  Future 

KPMG  has  plans  to  establish  a PDM  practice,  and  are  currently  working  with  two  clients 
on  PDM  implementations.  KPMG’s  Consumer  Markets  and  Baan  practices  recently 
launched  the  Rapid  Enterprise  Integration  for  Food  & Beverage  companies — a solution  that 
is  the  first  designed  to  specifically  meet  food  and  beverage  industry  requirements. 

KPMG  will  be  the  first  Baan  partner  to  locate  an  office  on  the  site  of  Baan’s  Automotive 
Solutions  Center.  This  strategic  location  will  facilitate  development  of  this  industry 
segment  and  of  Baan’s  Automotive  ERP  system. 

Selected  Customer  Projects 

Litton  Electronic  Devices 

Litton  Electron  Devices  provides  vital  electronic  components  for  sophisticated  weather 
radar,  surveillance  and  communication  systems,  aircraft  navigation  and  landing  systems, 
missile  seekers,  and  medical  equipment  throughout  the  world. 

Management  for  this  California-based  company  is  taking  steps  to  rebuild  its  business 
infrastructure  to  support  an  aggressive  cycle  time  reduction  effort.  Following  a detailed 
assessment  of  their  current  business  systems,  Litton  selected  the  BAAN  IV  system  to  serve 
as  the  cornerstone  of  their  new  infrastructure.  To  ensure  a comprehensive  solution  and 
achieve  their  success-oriented  schedule,  Litton  selected  KPMG  to  facilitate  their 
organizational  restructuring  and  the  BAAN  IV  implementation  largely  because  of  KPMG’s 
Baan  implementation  and  industry  experience. 

In  addition  to  Litton,  referenced  above,  KPMG  has  26  active  North  American  Baan 
customers.  The  projects  in  Exhibit  4 are  a sample  of  KPMG-supported  Baan  installations 
in  North  America. 
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Exhibit  4 


KPMG  References 


Baan  Customer 

Industry  (Vertical 
Market  or 
Subsegment) 

Project  Details 

W.E.T. 

Manufacturing,  Retail 
&Distribution,  Automotive 

Implementation  consisted  of  two 
phases — finance  and  logistics,  with  Baan 
Finance  followed  by  the  logistics 
component  of  Baan.  Implemented  across 
North  America  and  Europe,  the  project 
took  just  eight  months. 

AccuTech 

Electronics 

AccuTech  implemented  a BAAN  IVa 
system  themselves,  and  shortly  after 
going  live  (after  12  months  of  preparation) 
had  significant  operational  problems  with 
their  system.  KPMG  was  asked  to  assist 
in  resolving  the  problems.  Performance 
was  improved  by  streamlining  the 
transaction  process. 

Phillips  Plastics 

Electronics 

Phillips  Plastics  selected  KPMG  to 
manage  its  Baan  implementation.  In 
November  1997,  the  Phillips  Plastics 
Shortrun  Solutions  facility  in  New 
Richmond,  Wl  went  live  with  Baan. 
Packages  used  are  Distribution, 
Manufacturing  and  Finance,  a small  part 
of  Transportation  and  a limited  interface 
with  the  scheduling  package  Moopi. 
There  are  50  concurrent  users.  Five 
more  sites  will  be  implementing  Baan. 

Source:  KPMG 
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KPMG  Consulting  Services 


Chairman 
US  Headquarters 

Phone: 

Fax: 


Colin  M.  Sharman 
767  Fifth  Avenue 
New  York,  NY  10153 
(212)  909-5000 
(212)  909-5299 


Employees:  15,000  (12/97) 

Worldwide  Revenue:  $2,000,000,000* 

Fiscal  Year  End:  9/30/97 

• Company  estimate 

Key  Points 

• In  February  1998,  KPMG  and  Ernst  & Young  called  off  a previously  announced 
merger,  citing  the  elaborate  and  multiple  legal  approvals  needed  to  complete  the 
merger. 

• KPMG  Consulting  Services  offers  strategic  services,  package  integration,  systems 
integration,  outsourcing,  and  operations  improvement. 

• Typical  engagements  involve  more  than  a single  capability 

• Package  integration  solutions  include  PeopleSoft,  Baan,  SAP,  and  Oracle  software 
planning  and  integration 

• Systems  integration  includes  data  warehousing,  client/server  custom  development, 
electronic  commerce, enterprise  networks,  Year  2000  services,  enterprise  integration 
and  document  management 

• KPMG  Consulting  Services  is  organized  along  industry  lines  and  deployed  by  region 
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Company  Description 

Netherlands-based  KPMG  is  a professional  services  firm  that  offers  value-added 
consulting,  assurance  and  tax  services.  In  December  1997,  there  were  approximately 
85,000  personnel  operating  worldwide  in  844  cities  in  155  countries. 

All  KPMG  global  services,  including  KPMG  Consulting  Services,  are  organized  along 
five  industry  lines: 

• Financial  services 

• Healthcare  and  life  sciences 

• Information,  communications  and  entertainment 

• Manufacturing,  retailing  and  distribution 

• Public  services 

Company  Strategy 

KPMG  Consulting  Service’s  objective  is  to  partner  with  companies  to  realize 
continuous  improvement  with  managed  information  throughout  the  value  chain. 

KPMG  Consulting  Services  offers  flexibility  through  the  selective  adoption  of  its 
services  and  solutions.  At  the  same  time,  KPMG  Consulting  Services  has  successfully 
expanded  its  market  share  in  emerging  high-margin  service  areas  without  sacrificing 
its  core  competencies  in  tax  and  audit. 

Financials 

KPMG’s  total  worldwide  revenue  for  fiscal  1997  was  approximately  $9.0  billion, 
compared  to  approximately  $8.1  billion  in  fiscal  1996.  KPMG  reports  that  25%  of  the 
world’s  1000  largest  corporations  are  clients. 

KPMG’s  worldwide  consulting  revenue  was  approximately  $2.0  billion  in  fiscal  1997. 

Markets 

KPMG  Management  Consulting’s  clients  range  from  startup  firms  with  high  potential 
for  growth,  to  large  established  companies.  An  explanation  of  KPMG  Management 
Consulting’s  industry  participation  is  below. 

KPMG’s  Financial  Services  Consulting  is  solely  devoted  to  the  financial  services  industry. 
The  financial  services  industry  is  subdivided  into  Banking  and  Finance,  Insurance,  and 
Real  Estate  industry  segments. 

The  global  and  national  health  care  marketplace  is  the  focus  of  the  Health  Care  practice. 
This  industry  is  subdivided  into  Supplier,  Payers,  and  Providers. 
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The  Information  Communications  and  Entertainment  practice  addresses  high  technology 
intensive  organizations.  Industry  segments  are  Eletronics,  Software,  Communications, 
and  Media. 

The  Manufacturing,  Retailing  and  Distribution  practice  is  segmented  into  Consumer 
Markets,  Industrial  Products,  Automotive,  Chemicals  and  Energy,  and 
Transportation. 

The  Public  Services  practice  serves  clients  in  government  and  higher  education  through 
Federal,  State  and  Local,  and  Higher  Education  & Not-for-Profits  industry  segments. 

These  markets  appeal  to  KPMG  for  the  following  reasons: 

• They  are  characterized  by  large,  complex  information  technology  organizations 

• They  have  a history  of  consultant  use 

• They  show  clear  industry  trends  of  growth  and  complexity 

• They  often  have  complex,  transaction-based  internal  operations 

Geographic  Markets 

Approximately  40%  ($3.6  billion)  of  KPMG’s  fiscal  1997  revenue  was  derived  from 
North  America,  and  the  remaining  60%  ($5.4  billion)  from  international  sources. 

Employees 

Worldwide,  KPMG  has  approximately  72,750  personnel  including  over  6,000  partners. 

The  U.S.  firm  has  approximately  17,000  personnel  including  more  than  1,400 
partners. 

KPMG  Consulting  Services  has  approximately  15,000  personnel  worldwide,  6,000  based  in 
the  United  States. 

Key  Products  and  Services 

Solutions  are  focused  on  five  interrelated  areas: 

• Strategy — by  focusing  on  the  central  business  management  challenges  facing 
organizations,  the  Strategy  Practice  can  help  guide  the  overall  direction  of  a client’s 
enterprise.  For  newly  created  conglomerates,  the  Strategy  Practice  has  skills  in  the 
area  of  post-merger  integration. 

• Package  integration — SAP,  PeopleSoft,  Baan,  and  Oracle  package  integration  for 
commercial  businesses  and  the  Performance  Series,  an  integrated  suite  of  eight 
applications,  for  government.  KPMG  Consulting  Services  offers  rapid  package 
implementation  for  clients  willing  to  undertake  a project  within  a compressed  time 
frame.  To  support  this  offering,  KPMG  Consulting  Services  has  created  a set  of 
tools  for  each  of  the  software  packages. 

KPMG  Consulting  Services 
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• Systems  integration — services  for  electronic  commerce,  data  warehousing, 
client/server  development,  Year  2000,  enterprise  networks,  enterprise  integration 
services,  and  document  management. 

Within  electronic  commerce,  there  are  offerings  to  support  electronic  financial 
services,  electronic  transaction  processing,  on-line  services  and  information 
publishing,  electronic  storefronts,  education  and  entertainment,  and  extended 
enterprises. 

Enterprise  integration  services  is  wrapped  around  needs  assessment,  system  and 
network  design,  migration  planning,  and  product  procurement.  Maintenance  and 
support  services  are  offered  for  ongoing  post-implementation  needs. 

• Outsourcing — delegation  of  business  processes  in  finance  and  administration, 
document  management,  and  human  resources.  KPMG  Consulting  Service’s 
traditional  strength  in  outsourcing  has  been  in  the  government  sector,  with  not-for- 
profits,  and  with  educational  institutions. 

• Operations  improvement — performance  improvement  through  targeting  key  processes 
and  identifying  and  initiating  technology  improvement.  Operations  improvement 
supports  all  practice  areas  and  relies  heavily  on  benchmarks  and  industry  best  practices 
in  its  evaluation  process. 

Supply  chain  management  for  retail  opertions  and  logistics  is  a significant  activity 
within  operations  improvement. 

Improving  information  integrity  and  security  is  an  additional  area  of  focus 

Solutions  are  supported  by  the  creation  of  specialized  facilities  such  as: 

• KPMG  Institute 

A research  group  within  the  Strategy  Practice  that  offers  perspectives  on  the  forces 
shaping  clients’  business  and  technology  issues,  the  KPMG  Institute  offers  services  on 
knowledge  management,  network  organizations,  merger  and  acquisition  management, 
and  market  repositioning. 

• Advanced  Technology  Labs 

The  Advanced  Technology  Labs  are  a key  ingredient  in  KPMG  Management  Consulting’s 
Advanced  Technology  Services.  The  labs  can  be  engaged  to  evaluate  products  and  tools 
and  simulate  environments  without  tying  up  resources  at  the  client  site. 

• Client  Mentoring  Center  for  Data  Warehousing 

• Y2000  Conversion  Factory 

• SAP  Global  Competancy  Center  (Frankfurt,  Germany) 
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Clients 

KPMG  Consulting  Serivces  Representative  Clients 


Industry  Focus 

Client 

Financial  Services 

Allstate 

Bank  of  America 
Chase 
Wells  Fargo 

Healthcare  and  Life  Sciences 

Aetna/U.S.  Healthcare 
Bristol-Myers  Squibb 
GE  Medical 

University  of  California  Medical  Centers 

Information  Communications  & Entertainment 

Adobe  Systems 
Hewlett-Packard 
National  Semiconductor 
Virgin  Records 

Manufacturing  Retailing  and  Distribution 

Boeing 

Chrysler  Corporation 
J.C.  Penney 
Hoechst  Celanese 

Public  Services 

City  of  New  York 
Harvard  University 
U.S.  Department  of  Education 
U.S.  Department  of  Justice 

Source:  KPMG 

Alliances 

KPMG  forms  alliances  to  either  expand/enhance  the  firm’s  expertise  or  service 
offerings,  or  to  provide  the  company  entry  into  new  or  emerging  markets.  Alliances 
include  agreements  with: 

• Aurum 

• Baan 

• Bain  PDM 


• BMC 

KPMG  Consulting  Services 
March  1998 


©INPUT  1998.  Reproduction  prohibited. 


Page  5 of  6 


INPUT  Vendor  Profile 


• Hyperion 

• Manugistics 

• Oracle 

• PeopleSoft 

• SAP 

• Siebel  Systems 

KPMG  also  has  arrangements  with  Compaq  and  Hewlett-Packard  which  grants  KPMG  the 
ability  to  resell  hardware  from  the  two  vendors. 

Competition 

KPMG  Consulting  Services  competes  with  Andersen  Consulting,  Ernst  & Young, 

Coopers  & Lybrand,  Deloitte  & Touche,  Price  Waterhouse,  Computer  Sciences 
Corporation,  Electronic  Data  Systems,  Digital  Equipment  Corporation  and 
International  Business  Machines  (IBM). 

Assessment 

KPMG  Consulting  Services  considers  its  strengths  to  include: 

• Industry-specific  focus 

• End-to-end  solutions 

• Proven  methodologies 

• Skill  at  transferring  knowledge  to  clients 

INPUT  feels  that  KPMG  Consulting  Services  is  a resoureful  financial  management 
firm  with  significant  information  technology  expertise.  The  control  KPMG  Consulting 
Services  has  demonstrated  over  time  on  challenging  projects  is  evidenced  by  the  one- 
hundred  percent  record  of  projects-to-completion  for  SAP-there  have  been  no 
instances  of  clients  pulling  out  of  an  engagement  once  the  implementation  had  begun. 

KPMG  Consulting  Serices  has  developed  strong  alliances  with  key  software  providers 
and  continues  to  develop  new  alliances  such  as  the  recently  announced  agreement 
with  Manujistics.  The  firm  is  skilled  at  matching  market  demands  with  their  service 
offerings  and  should  enjoy  above-average  success  over  the  near  term. 
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December  1997 


KPMG  Peat  Marwick  LLP 
— SAP  Services 

Contact  Information: 

Charles  Burns  KPMG  Peat  Marwick  LLP 

National  Partner-in-Charge  One  Radnor  Corporate  Center 

KPMG  SAP  Consulting  100  Matsonford  Road,  Suite  500 

Tel:  (610)  995-4405  Radnor,  Pennsylvania  19087 

The  following  profile  outlines  the  services 
and  support  offered  by  KPMG  Peat 
Marwick  LLP  to  its  clients  for  SAP  services. 


Company  Background 

KPMG  Peat  Marwick  LLP  (KPMG)  is 
marking  its  100th  year  of  business  this 
year.  With  a presence  in  over  140 
countries  around  the  world,  KPMG  is  a 
leader  in  professional  services,  driving  in 
excess  of  $8  billion  with  more  than  77,000 
professionals  world- wide. 

In  the  United  States,  KPMG  partners  and 
professionals  deliver  a wide  range  of 
value-added  consulting,  assurance,  tax 
and  process  management  services  in  five 
markets: 


• Financial  services; 

• Manufacturing,  retailing  and 
distribution; 

• Health  care  and  life  sciences; 

• Information,  communications  and 
entertainment;  and 

• Public  services. 

KPMG  Consulting,  KPMG’s  U.S. 
management  consulting  arm,  is  comprised 
of  5,000  professionals  that  drove  $1.8 
billion  in  1996. 

KPMG  Peat  Marwick  was  among  the  first 
consulting  firms  to  move  away  from  the 
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traditional  consulting  organizational 
structure  early  in  the  1980’s.  KPMG 
aligns  its  practitioners  by  industry,  to 
better  meet  client  needs.  Harnessing 
technologically  advanced  solutions,  KPMG 
helps  clients  through  the  processes  of 
operations  improvement  and  package 
implementations,  provides  guidance  and 
support  to  help  clients  implement  best- 
practices  and  assists  clients  in  gaining  a 
competitive  edge  in  their  marketplace. 

KPMG  SAP  Consulting 

Background 

The  KPMG  SAP  Consulting  practice  has 
been  working  with  SAP  AG  and  SAP 
America  since  1992.  The  firm  is  a global 
Logo  Partner,  and  has  been  an  SAP  Award 
of  Excellence  winner  for  its  high  level  of 
client  satisfaction  on  SAP  projects. 

In  addition,  KPMG  has  worked  closely 
with  SAP  on  several  initiatives,  for 
example: 

• Co-development  of  SAP’s  Treasury 
Management  module  for  the  financial 
services  industry  clients; 

• Co-sponsorship  of  SAP’s  “Big  Easy 
Seminar”  to  promote  SAP  R/3  running 
on  the  IBM  AS/400,  utilizing  KPMG’s 
rapid  implementation  methodology; 

• Ongoing  joint  efforts  in  addressing  client 
project  requirements. 

KPMG’s  SAP  Consulting  practice  operates 
based  on  three  main  tenets: 

1.  Provide  a clear  and  constant  focus  on 
Return  on  Investment  throughout  an 
implementation  project. 

2.  Deliver  end-to-end  services  to  provide 
clients  with  a single  point  of  contact  for 
the  wide  variety  of  consulting  needs 


that  often  come  with  implementing 
enterprise-wide  applications. 

3.  Offer  a teaming  approach  that  taps  the 
broad  and  deep  talents  of  KPMG 
consultants  around  the  world  — from 
BPR  specialists  to  network  architects, 
from  SAP  application  module 
consultants  to  practitioners  well-versed 
in  BASIS  — all  centered  around  the 
requirements  of  each  client. 

ROI  Focus 

There  are  two  ways  to  boost  Return  on 
Investment  (ROI):  maximize  benefits  and 
contain  costs.  KPMG’s  skills  and 
experience  help  clients  identify  areas 
where  SAP’s  capabilities  can  be  harnessed 
to  drive  business  value.  KPMG’s 
methodology  and  tools,  knowledge 
repository  and  global  network  of  practices 
leverage  “lessons  learned”  from  previous 
projects  to  help  contain  risk  and  costs. 

Skills  and  Experience 

KPMG  Consulting  has  1,200  practitioners 
working  on  SAP  projects  world-wide, 
providing  application  module  skills  and 
technical  BASIS  capabilities,  delivering 
industry-specific  business  process  re- 
engineering services,  linking  SAP  to 
advanced  solutions  like  Electronic 
Commerce  and  Data  Warehousing,  and 
integrating  SAP  with  a host  of  third-party 
tools  to  help  extend  SAP’s  beneficial  reach 
across  the  organizations. 

KPMG’s  SAP  Consulting  hires  only 
experienced  SAP-practitioners  to  help 
clients  avoid  the  costly  rework  efforts 
typical  of  projects  with  novice  consultants. 

Methodology 

Seasoned  project  managers,  using  a robust 
methodology  and  supported  by  a world- 
wide knowledge  repository  from  past 
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projects,  help  clients  keep  their  SAP 
projects  on  track.  Examples  of  work  plans, 
implementation  papers,  from  past 
successful  projects  help  speed  client’s 
projects  along. 

KPMG’s  SAP  Manager  is  a state-of-the  art 
tool  that  guides  clients  through  the 
implementation  process  for  SAP  R/3. 
Clients  have  the  ability  to  customize  their 
view  of  the  knowledge  repository, 
providing  access  to  relevant  work  plans, 
approaches,  and  implementation 
documentation  from  past  successful 
projects.  The  tool  tracks  projects  by 
phases  as  well  as  by  workstreams  that  cut 
across  phases.  For  example,  Change 
Management  of  an  organization’s  people, 
processes  and  technology  is  imbedded  in 
SAP  Manager.  Also,  with  its  drill-down 
capability  to  retrieve  more  and  more 
granular  information,  SAP  Manager 
provides  the  right  level  of  information 
where  and  when  needed.  It  also  works  in 
lock-step  with  complementary  tools  such 
as  SAP’s  Business  Engineer. 

SAP  Manager  helps  clients  implement 
SAP  R/3  quickly,  at  a lower  cost  and 
manage  the  risk  inherent  in  any 
enterprise-wide  application 
implementation. 

Global  SAP  Network 

KPMG’s  Global  SAP  Network  of  SAP 
practices  is  organized  to  enable  KPMG  to 
respond  to  clients  seeking  continuity 
across  their  global  roll-out  of  SAP  R/3. 
Coordinated  out  of  KPMG’s  SAP  Global 
Competency  Center  in  Frankfurt, 

Germany,  the  Global  SAP  Network 
identifies  resources  to  staff  global  projects, 
launches  global  initiatives  to  boost 
communication  and  knowledge  sharing 
and  helps  build  and  strengthen  KPMG 
SAP  practices  around  the  world. 


Acting  as  a hub  for  Centers  of  Excellence 
around  the  globe,  the  Frankfurt  facility 
helps  mobilize  resources  for  projects  that 
span  across  the  globe.  North  American 
Centers  include  locations  at: 

• Philadelphia  (Radnor,  PA) 

• Chicago 

• San  Francisco  (Palo  Ato,  CA) 

• Houston 

• Toronto,  Canada 

Working  together,  these  centers  share 
project  experiences,  continuously  improve 
KPMG’s  methodology  and  tools,  and 
provide  a setting  for  product  development. 
Leveraging  this  information  enables 
KPMG  SAP  consultants  to  pinpoint  ways 
of  boosting  client’s  ROI  on  their  SAP  R/3 
projects. 

End  to  End  Solutions 

KPMG  delivers  end-to-end  solutions  from 
several  perspectives: 

• From  the  standpoint  of  business 
operations, 

• From  the  standpoint  of  geographic 
spread, 

From  the  standpoint  of  a project’s  lifecycle 
— from  conceptualizing  the  solution,  to 
application  installation,  roll-out  and 
training  within  your  organization. 

Recognized  in  the  industry  as  a premier 
provider  of  services  in  the  areas  of  sales 
force  automation  and  electronic  commerce, 
KPMG  is  well-qualified  to  help  clients 
extend  their  enterprise  package  solution 
into  these  areas.  Moreover,  as  an 
experienced  provider  of  enabling 
technologies  services,  KPMG  can  work  to 
integrate  complementary  hardware  and 
software  that  enhance  clients’  overall 
solution. 
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Services 

KPMG  SAP  Consulting  services  include: 
Project  Planning  and  Management 

• Total  Project  Management 

• Business  Process  Redesign 

• Change  Management 

• Feasibility  Studies 

• Return  on  Investment  Services 

• Quality  Assurance 

• Package  Driven  Business  Process 
Improvements 

Design,  Testing  and  Implementation 

• Conceptual  Design 

• Full-scale  Implementation 

• Prototyping 

• Migration 

• Release  Upgrades 

• Integration  Testing 

• Industry  Solution  Implementations 

Training  and  Documentation 

• Development  of  Project  Documentation 
and  End-user  Training  Materials 

• Executive  Level,  Project  Team  and  End- 
user  Delivery 

Application  Development  and  Systems 
Management 

• SAP  Systems  Development  (ABAP) 

• Interface  Programming 


• System  Tuning  and  Optimization 

• Post-Implementation  Support 

• Development  and  Implementation  of 
Diagnostic  Test  Systems 

To  deliver  end-to-end  solutions,  KPMG 
also  delivers  complementary  services: 

Performance  Improvement 

• Business  Process  Re-engineering 

• Change  Management 

• Activity  Based  Costing 

IT  Infrastructure  Services 

• IT  Strategy  and  Planning 

• Network  Design  and  Capacity  Planning 

• Systems  Management 

SAP  Systems  Extensions 

• Executive  Information  Systems 

• Customer  Value  Management  and  Sales 
Force  Automation 

• Electronic  Commerce  and  EDI 

• Knowledge  Management  and  Data 
Warehousing 

Process-Related  Services 

• World-Class  Finance 

• World-Class  I/T 

• World-Class  Human  Resources 

Tapping  into  this  depth  and  breadth  of 
skills  and  competencies  affords  KPMG 
clients  a true  source  of  “end-to-end” 
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services  to  help  implement  SAP  R/3  and 
extend  its  reach  within  each  organization. 

Client  Centric  Teaming  Approach 

KPMG’s  teaming  approach  with  its  clients 
revolve  around  each  client’s  specific 
business  and  project  requirements.  It 
encompasses  the  identification  of  the  right 
resources  to  staff  the  project  — whether 
the  client  needs  an  industry-specific 
business  process  improvements  consultant 
or  a very  experienced  ABAP  programmer  - 
- KPMG  assembles  a team  of  practitioners 
whose  skills  and  experiences  will  enable 
the  project  to  move  quickly  and  efficiently. 

In  addition,  in  the  course  of  the  project, 
KPMG  works  very  closely  with  clients  to 
help  ensure  that  at  the  conclusion  of  the 
project,  the  needed  knowledge  transfer  has 
taken  place  and  that  the  client  is  left  with 
a system  they  understand  and  can  sustain. 
KPMG  does  not  approach  a project  in  an 
overbearing  manner  that  excludes  client 
participants  from  the  operational  decision- 
making during  the  course  of  the 
implementation.  Instead,  by  working 
together,  the  KPMG-client  project  team 
executes  the  project  plan  together  to  drive 
the  business  results  clients  seek. 

Industry  Knowledge 

KPMG  SAP  Consulting  has  specific  focus 

on  the  following  vertical  markets: 

• High  Technology 

• Chemicals/  Pharmaceuticals 

• Retail 

• Healthcare 

• Automotive 

• Manufacturing 

• Financial  Services 

KPMG’s  High  Technology  and  Chemical 
templates  provide  clients  in  these 


industries  with  blueprints  to  rapidly 
implement  SAP  R/3  in  their  organizations. 

As  one  of  the  few  logo  partners  offered  a 
preview  of  SAP’s  recently-released  Retail 
Module,  KPMG  worked  closely  with  SAP 
to  provide  input  and  feedback  on  the 
module’s  ability  to  meet  client  needs  in  the 
Retail  arena. 

With  KPMG’s  long  history  of  services  to 
the  Healthcare  industry,  KPMG  is  able  to 
harness  the  resources  within  KPMG 
Consulting  that  bring  decades  of  industry- 
experience  to  the  table.  Coupled  with 
KPMG’s  SAP  technical  implementation 
skills,  the  combined  team  offers  an 
excellent  synergy  for  the  client.  Both 
Healthcare  and  Retail  are  emerging 
industries  for  KPMG  SAP  Consulting. 

Past  and  current  projects  in  the 
manufacturing  and  automotive  industries 
are  major  sources  of  information  for 
KPMG’s  knowledge  repository, 
particularly  for  information  about 
managing  a global  roll-out  of  SAP  R/3. 

KPMG  co-developed  SAP’s  Treasury 
Management  module  for  the  financial 
services  industry.  This  module  allows 
clients  to  track  their  portfolio  of  assets 
easily,  providing  an  easy-to-use  interface 
and  a global  view. 

Exhibit  1 on  the  following  page  shows  a 
percentage  breakdown  of  KPMG  clients  by 
major  industry  categories. 

Clients 

KPMG  Consulting’s  U.S.  SAP  client  list 
includes  major  companies  from  different 
industries,  such  as: 

• Apple  Computer 

• Siemens  Components 

• Hoechst  Celanese 
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• BMW 

• FileNet 

• Fujitsu  Microelectronics 

• Osram  Sylvania 

• Motorola 

• Synopsys 

• Akzo  Nobel 

• Polaroid 

• Armstrong 

• Uniroyal 

• Kaneka 

• Rexroth 

• Dade  International 

• CBR-HCI 

Exhibit  2 details  a selection  of  major  SAP 
projects  that  KPMG  SAP  Consulting  has 
undertaken  in  the  U.S. 

Strategic  Positioning 

KPMG  SAP  Consulting  believes  that  by 
offering  its  clients  ROI  Focus,  End-to-End 
Solutions,  and  Client-centric  Teaming 
Approach,  KPMG  will  continue  to  deliver 
the  business  value  that  is  the  primary 
driving  force  for  implementing  SAP  R/3. 

There  has  never  been  a KPMG  SAP 
project  that  KPMG  did  not  see  to 
completion  — a key  differentiator  in  this 
marketplace,  where  relationships  are  often 
in  flux.  This  results  from  the 
commitment,  close  teaming  and  ongoing 
communication  that  is  established  and 
maintained  throughout  a project  between 
KPMG  and  its  clients. 

As  part  of  an  ongoing  effort  to  manage 
quality  and  customer  satisfaction,  the 


KPMG  SAP  Consulting  practice 
commissioned  a client  satisfaction  survey 
in  Spring  of  1997  for  its  United  States 
clients.  The  results  were  very  telling. 

Over  90%  of  KPMG  SAP  clients  would 
recommend  KPMG  to  other  organizations. 
Through  continued  focus  on  business 
benefits  realization,  by  continuing  to 
deliver  a broad  range  of  solutions  and 
through  maintaining  a close  team-oriented 
relationship  with  clients,  KPMG  is 
positioned  to  do  just  that. 

Exhibit  1 

SAP  Activity  by  Major  Vertical  Market 
(United  States) 


Vertical  Market 

% of  Projects 

High  Technology 

24% 

Chemical/Pharmaceutical 

34% 

Manufacturing 

18% 

Consumer  Products  Goods 

14% 

(CPG  and  Retail) 

Emerging  Markets: 

7% 

Automotive,  Healthcare  and 

Financial  Services 

Other 

3% 

Source:  KPMG 
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Exhibit  2 


Selected  Clients  Projects,  US 


Customer 

Project  Details  and  Results 

Major  North  American 
manufacturer  and  distributor 
of  lighting  products 

KPMG  helped  the  client  implement  SAP  R/3,  standardize  and 
consolidate  their  technology  infrastructure  and  improve  their  ability  to 
provide  integrated  information  systems  support  to  their  global 
enterprise.  This  enabled  them  to  reduce  l/T  headcount  by 
approximately  30%,  reduce  l/T  cost-of-service  as  a percent  of  sales  by 
1 .8%  and  drive  approximately  $140  million  in  bottom-line  benefits  over 
eight  years. 

U.S.  unit  of  a major  Asia- 
Pacific  based  high  technology 
company 

As  implementation  advisor,  KPMG  helped  deploy  SAP  R/3  by  providing 
real-time  interfaces  to  the  client’s  warehouse  management  system, 
data  conversion,  application  configuration,  documentation  and 
integration  testing  services.  The  project  facilitated  a dramatic 
reduction  in  the  order  entry  cycle,  from  18  days  to  1 .5  days.  In 
addition,  the  client  improved  their  ability  to  meet  delivery  date 
commitments  from  75%  of  the  time  to  87%.  In  hardware  and  software 
maintenance  costs  alone,  the  company  has  reduced  expenses  from 
$1 .5  million  per  year  to  $600,000. 

Source:  KPMG 
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Contact  Information: 

Charles  Burns  KPMG  Peat  Marwick  LLP 

National  Partner-in-Charge  One  Radnor  Corporate  Center 

KPMG  SAP  Consulting  100  Matsonford  Road,  Suite  500 

Tel:  (610)  995-4405  Radnor,  Pennsylvania  19087 

The  following  profile  outlines  the  services 
and  support  offered  by  KPMG  Peat 
Marwick  LLP  to  its  clients  for  SAP  services. 


Company  Background 

KPMG  Peat  Marwick  LLP  (KPMG)  is 
marking  its  100th  year  of  business  this 
year.  With  a presence  in  over  140 
countries  around  the  world,  KPMG  is  a 
leader  in  professional  services,  driving  in 
excess  of  $8  billion  with  more  than  77,000 
professionals  world- wide. 

In  the  United  States,  KPMG  partners  and 
professionals  deliver  a wide  range  of 
value-added  consulting,  assurance,  tax 
and  process  management  services  in  five 
markets: 


• Financial  services; 

• Manufacturing,  retailing  and 
distribution; 

• Health  care  and  life  sciences; 

• Information,  communications  and 
entertainment;  and 

• Public  services. 

KPMG  Consulting,  KPMG’s  U.S. 
management  consulting  arm,  is  comprised 
of  5,000  professionals  that  drove  $1.8 
billion  in  1996. 

KPMG  Peat  Marwick  was  among  the  first 
consulting  firms  to  move  away  from  the 
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traditional  consulting  organizational 
structure  early  in  the  1980’s.  KPMG 
aligns  its  practitioners  by  industry,  to 
better  meet  client  needs.  Harnessing 
technologically  advanced  solutions,  KPMG 
helps  clients  through  the  processes  of 
operations  improvement  and  package 
implementations,  provides  guidance  and 
support  to  help  clients  implement  best- 
practices  and  assists  clients  in  gaining  a 
competitive  edge  in  their  marketplace. 

KPMG  SAP  Consulting 

Background 

The  KPMG  SAP  Consulting  practice  has 
been  working  with  SAP  AG  and  SAP 
America  since  1992.  The  firm  is  a global 
Logo  Partner,  and  has  been  an  SAP  Award 
of  Excellence  winner  for  its  high  level  of 
client  satisfaction  on  SAP  projects. 

In  addition,  KPMG  has  worked  closely 
with  SAP  on  several  initiatives,  for 
example: 

• Co-development  of  SAP’s  Treasury 
Management  module  for  the  financial 
services  industry  clients; 

• Co-sponsorship  of  SAP’s  “Big  Easy 
Seminar”  to  promote  SAP  R/3  running 
on  the  IBM  AS/400,  utilizing  KPMG’s 
rapid  implementation  methodology; 

• Ongoing  joint  efforts  in  addressing  client 
project  requirements. 

KPMG’s  SAP  Consulting  practice  operates 
based  on  three  main  tenets: 

1.  Provide  a clear  and  constant  focus  on 
Return  on  Investment  throughout  an 
implementation  project. 

2.  Deliver  end-to-end  services  to  provide 
clients  with  a single  point  of  contact  for 
the  wide  variety  of  consulting  needs 


that  often  come  with  implementing 
enterprise-wide  applications. 

3.  Offer  a teaming  approach  that  taps  the 
broad  and  deep  talents  of  KPMG 
consultants  around  the  world  — from 
BPR  specialists  to  network  architects, 
from  SAP  application  module 
consultants  to  practitioners  well-versed 
in  BASIS  - all  centered  around  the 
requirements  of  each  client. 

ROI  F ocus 

There  are  two  ways  to  boost  Return  on 
Investment  (ROI):  maximize  benefits  and 
contain  costs.  KPMG’s  skills  and 

i 

experience  help  clients  identify  areas 
where  SAP’s  capabilities  can  be  harnessed 
to  drive  business  value.  KPMG’s 
methodology  and  tools,  knowledge 
repository  and  global  network  of  practices 
leverage  “lessons  learned”  from  previous 
projects  to  help  contain  risk  and  costs. 

Skills  and  Experience 

KPMG  Consulting  has  1,200  practitioners 
working  on  SAP  projects  world-wide, 
providing  application  module  skills  and 
technical  BASIS  capabilities,  delivering 
industry-specific  business  process  re- 
engineering services,  linking  SAP  to 
advanced  solutions  like  Electronic 
Commerce  and  Data  Warehousing,  and 
integrating  SAP  with  a host  of  third-party 
tools  to  help  extend  SAP’s  beneficial  reach 
across  the  organizations. 

KPMG’s  SAP  Consulting  hires  only 
experienced  SAP-practitioners  to  help 
clients  avoid  the  costly  rework  efforts 
typical  of  projects  with  novice  consultants. 

Methodology 

Seasoned  project  managers,  using  a robust 
methodology  and  supported  by  a world- 
wide knowledge  repository  from  past 
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projects,  help  clients  keep  their  SAP 
projects  on  track.  Examples  of  work  plans, 
implementation  papers,  from  past 
successful  projects  help  speed  client’s 
projects  along. 

KPMG’s  SAP  Manager  is  a state-of-the  art 
tool  that  guides  clients  through  the 
implementation  process  for  SAP  R/3. 
Clients  have  the  ability  to  customize  their 
view  of  the  knowledge  repository, 
providing  access  to  relevant  work  plans, 
approaches,  and  implementation 
documentation  from  past  successful 
projects.  The  tool  tracks  projects  by 
phases  as  well  as  by  workstreams  that  cut 
across  phases.  For  example,  Change 
Management  of  an  organization’s  people, 
processes  and  technology  is  imbedded  in 
SAP  Manager.  Also,  with  its  drill-down 
capability  to  retrieve  more  and  more 
granular  information,  SAP  Manager 
provides  the  right  level  of  information 
where  and  when  needed.  It  also  works  in 
lock-step  with  complementary  tools  such 
as  SAP’s  Business  Engineer. 

SAP  Manager  helps  clients  implement 
SAP  R/3  quickly,  at  a lower  cost  and 
manage  the  risk  inherent  in  any 
enterprise-wide  application 
implementation. 

Global  SAP  Network 

KPMG’s  Global  SAP  Network  of  SAP 
practices  is  organized  to  enable  KPMG  to 
respond  to  clients  seeking  continuity 
across  their  global  roll-out  of  SAP  R/3. 
Coordinated  out  of  KPMG’s  SAP  Global 
Competency  Center  in  Frankfurt, 

Germany,  the  Global  SAP  Network 
identifies  resources  to  staff  global  projects, 
launches  global  initiatives  to  boost 
communication  and  knowledge  sharing 
and  helps  build  and  strengthen  KPMG 
SAP  practices  around  the  world. 


Acting  as  a hub  for  Centers  of  Excellence 
around  the  globe,  the  Frankfurt  facility 
helps  mobilize  resources  for  projects  that 
span  across  the  globe.  North  American 
Centers  include  locations  at: 

• Philadelphia  (Radnor,  PA) 

• Chicago 

• San  Francisco  (Palo  Alto,  CA) 

• Houston 

• Toronto,  Canada 

Working  together,  these  centers  share 
project  experiences,  continuously  improve 
KPMG’s  methodology  and  tools,  and 
provide  a setting  for  product  development. 
Leveraging  this  information  enables 
KPMG  SAP  consultants  to  pinpoint  ways 
of  boosting  client’s  ROI  on  their  SAP  R/3 
projects. 

End  to  End  Solutions 

KPMG  delivers  end-to-end  solutions  from 
several  perspectives: 

• From  the  standpoint  of  business 
operations, 

• From  the  standpoint  of  geographic 
spread, 

From  the  standpoint  of  a project’s  lifecycle 
— from  conceptualizing  the  solution,  to 
application  installation,  roll-out  and 
training  within  your  organization. 

Recognized  in  the  industry  as  a premier 
provider  of  services  in  the  areas  of  sales 
force  automation  and  electronic  commerce, 
KPMG  is  well-qualified  to  help  clients 
extend  their  enterprise  package  solution 
into  these  areas.  Moreover,  as  an 
experienced  provider  of  enabling 
technologies  services,  KPMG  can  work  to 
integrate  complementary  hardware  and 
software  that  enhance  clients’  overall 
solution. 
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Services 

KPMG  SAP  Consulting  services  include: 
Project  Planning  and  Management 

• Total  Project  Management 

• Business  Process  Redesign 

• Change  Management 

• Feasibility  Studies 

• Return  on  Investment  Services 

• Quality  Assurance 

• Package  Driven  Business  Process 
Improvements 

Design,  Testing  and  Implementation 

• Conceptual  Design 

• Full-scale  Implementation 

• Prototyping 

• Migration 

• Release  Upgrades 

• Integration  Testing 

• Industry  Solution  Implementations 

Training  and  Documentation 

• Development  of  Project  Documentation 
and  End-user  Training  Materials 

• Executive  Level,  Project  Team  and  End- 
user  Delivery 

Application  Development  and  Systems 
Management 

• SAP  Systems  Development  (ABAP) 

• Interface  Programming 


• System  Tuning  and  Optimization 

• Post-Implementation  Support 

• Development  and  Implementation  of 
Diagnostic  Test  Systems 

To  deliver  end-to-end  solutions,  KPMG 
also  delivers  complementary  services: 

Performance  Improvement 

• Business  Process  Re-engineering 

• Change  Management 

• Activity  Based  Costing 

IT  Infrastructure  Services 

• IT  Strategy  and  Planning 

• Network  Design  and  Capacity  Planning 

• Systems  Management 

SAP  Systems  Extensions 

• Executive  Information  Systems 

• Customer  Value  Management  and  Sales 
Force  Automation 

• Electronic  Commerce  and  EDI 

• Knowledge  Management  and  Data 
Warehousing 

Process-Related  Services 

• World-Class  Finance 

• World-Class  I/T 

• World-Class  Human  Resources 

Tapping  into  this  depth  and  breadth  of 
skills  and  competencies  affords  KPMG 
clients  a true  source  of  “end-to-end” 
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services  to  help  implement  SAP  R/3  and 
extend  its  reach  within  each  organization. 

Client  Centric  Teaming  Approach 

KPMG’s  teaming  approach  with  its  clients 
revolve  around  each  client’s  specific 
business  and  project  requirements.  It 
encompasses  the  identification  of  the  right 
resources  to  staff  the  project  — whether 
the  client  needs  an  industry-specific 
business  process  improvements  consultant 
or  a very  experienced  ABAP  programmer  - 
- KPMG  assembles  a team  of  practitioners 
whose  skills  and  experiences  will  enable 
the  project  to  move  quickly  and  efficiently. 

In  addition,  in  the  course  of  the  project, 
KPMG  works  very  closely  with  clients  to 
help  ensure  that  at  the  conclusion  of  the 
project,  the  needed  knowledge  transfer  has 
taken  place  and  that  the  client  is  left  with 
a system  they  understand  and  can  sustain. 
KPMG  does  not  approach  a project  in  an 
overbearing  manner  that  excludes  client 
participants  from  the  operational  decision- 
making during  the  course  of  the 
implementation.  Instead,  by  working 
together,  the  KPMG-client  project  team 
executes  the  project  plan  together  to  drive 
the  business  results  clients  seek. 

Industry  Knowledge 

KPMG  SAP  Consulting  has  specific  focus 
on  the  following  vertical  markets: 

• High  Technology 

• Chemicals/  Pharmaceuticals 

• Retail 

• Healthcare 

• Automotive 

• Manufacturing 

• Financial  Services 

KPMG’s  High  Technology  and  Chemical 
templates  provide  clients  in  these 


industries  with  blueprints  to  rapidly 
implement  SAP  R/3  in  their  organizations. 

As  one  of  the  few  logo  partners  offered  a 
preview  of  SAP’s  recently-released  Retail 
Module,  KPMG  worked  closely  with  SAP 
to  provide  input  and  feedback  on  the 
module’s  ability  to  meet  client  needs  in  the 
Retail  arena. 

With  KPMG’s  long  history  of  services  to 
the  Healthcare  industry,  KPMG  is  able  to 
harness  the  resources  within  KPMG 
Consulting  that  bring  decades  of  industry- 
experience  to  the  table.  Coupled  with 
KPMG’s  SAP  technical  implementation 
skills,  the  combined  team  offers  an 
excellent  synergy  for  the  client.  Both 
Healthcare  and  Retail  are  emerging 
industries  for  KPMG  SAP  Consulting. 

Past  and  current  projects  in  the 
manufacturing  and  automotive  industries 
are  major  sources  of  information  for 
KPMG’s  knowledge  repository, 
particularly  for  information  about 
managing  a global  roll-out  of  SAP  R/3. 

KPMG  co-developed  SAP’s  Treasury 
Management  module  for  the  financial 
services  industry.  This  module  allows 
clients  to  track  their  portfolio  of  assets 
easily,  providing  an  easy-to-use  interface 
and  a global  view. 

Exhibit  1 on  the  following  page  shows  a 
percentage  breakdown  of  KPMG  clients  by 
major  industry  categories. 

Clients 

KPMG  Consulting’s  U.S.  SAP  client  list 
includes  major  companies  from  different 
industries,  such  as: 

• Apple  Computer 

• Siemens  Components 

• Hoechst  Celanese 
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• BMW 

• FileNet 

• Fujitsu  Microelectronics 

• Osram  Sylvania 

• Motorola 

• Synopsys 

• Akzo  Nobel 

• Polaroid 

• Armstrong 

• Uniroyal 

• Kaneka 

• Rexroth 

• Dade  International 

• CBR-HCI 

Exhibit  2 details  a selection  of  major  SAP 
projects  that  KPMG  SAP  Consulting  has 
undertaken  in  the  U.S. 

Strategic  Positioning 

KPMG  SAP  Consulting  believes  that  by 
offering  its  clients  ROI  Focus,  End-to-End 
Solutions,  and  Client-centric  Teaming 
Approach,  KPMG  will  continue  to  deliver 
the  business  value  that  is  the  primary 
driving  force  for  implementing  SAP  R/3. 

There  has  never  been  a KPMG  SAP 
project  that  KPMG  did  not  see  to 
completion  — a key  differentiator  in  this 
marketplace,  where  relationships  are  often 
in  flux.  This  results  from  the 
commitment,  close  teaming  and  ongoing 
communication  that  is  established  and 
maintained  throughout  a project  between 
KPMG  and  its  clients. 

As  part  of  an  ongoing  effort  to  manage 
quality  and  customer  satisfaction,  the 


KPMG  SAP  Consulting  practice 
commissioned  a client  satisfaction  survey 
in  Spring  of  1997  for  its  United  States 
clients.  The  results  were  very  telling. 

Over  90%  of  KPMG  SAP  clients  would 
recommend  KPMG  to  other  organizations. 
Through  continued  focus  on  business 
benefits  realization,  by  continuing  to 
deliver  a broad  range  of  solutions  and 
through  maintaining  a close  team-oriented 
relationship  with  clients,  KPMG  is 
positioned  to  do  just  that. 

Exhibit  1 

SAP  Activity  by  Major  Vertical  Market 
(United  States) 


Vertical  Market 

% of  Projects 

High  Technology 

24% 

Chemical/Pharmaceutical 

34% 

Manufacturing 

18% 

Consumer  Products  Goods 

14% 

(CPG  and  Retail) 

Emerging  Markets: 

7% 

Automotive,  Healthcare  and 

Financial  Services 

Other 

3% 

Source:  KPMG 
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Exhibit  2 


Selected  Clients  Projects,  US 


Customer 

Project  Details  and  Results 

Major  North  American 
manufacturer  and  distributor 
of  lighting  products 

KPMG  helped  the  client  implement  SAP  R/3,  standardize  and 
consolidate  their  technology  infrastructure  and  improve  their  ability  to 
provide  integrated  information  systems  support  to  their  global 
enterprise.  This  enabled  them  to  reduce  l/T  headcount  by 
approximately  30%,  reduce  l/T  cost-of-service  as  a percent  of  sales  by 
1 .8%  and  drive  approximately  $140  million  in  bottom-line  benefits  over 
eight  years. 

U.S.  unit  of  a major  Asia- 
Pacific  based  high  technology 
company 

As  implementation  advisor,  KPMG  helped  deploy  SAP  R/3  by  providing 
real-time  interfaces  to  the  client’s  warehouse  management  system, 
data  conversion,  application  configuration,  documentation  and 
integration  testing  services.  The  project  facilitated  a dramatic 
reduction  in  the  order  entry  cycle,  from  1 8 days  to  1 .5  days.  In 
addition,  the  client  improved  their  ability  to  meet  delivery  date 
commitments  from  75%  of  the  time  to  87%.  In  hardware  and  software 
maintenance  costs  alone,  the  company  has  reduced  expenses  from 
$1 .5  million  per  year  to  $600,000. 

Source:  KPMG 
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KPMG  Peat  Marwick  L.L.P. 


Chairman:  Jon  C.  Madonna 

767  Fifth  Avenue 
New  York,  NY  10153 
Phone:  (212)909-5000 

Fax:  (212)909-5299 


KPMG 


Status:  Private  Limited  Liability  Partnership 

Employees:  74,400 

Total  Revenue:  $7,500,000,000 

Worldwide  Information 

Services  Revenue:  $790,000,000 

Fiscal  Year  End  (worldwide):  9/30/95 


Key  Points 

• KPMG  Peat  Marwick  L.L.P.  is  a professional 
services  consulting  firm  and  is  one  of  the 
“Big  6”  accounting  and  auditing  firms. 

• In  the  U.S.,  consulting  represents  the  fastest 
growing  segment  of  KPMG’s  business — with 
revenue  up  37%  in  fiscal  1995. 

• KPMG  offers  consulting  in  strategy  and 
financial  management,  operations 
management,  and  technology,  with  a focus 


on  delivering  measurable  operational 
improvements  of  time,  cost,  and  quality  in 
its  clients’  business  operations. 

• In  support  of  its  technology  consulting, 
KPMG  maintains  a network  of  Advanced 
Technology  Laboratories  across  the  U.S. 
offering  applied  technology  research  and 
development,  product  evaluation,  and 
leading  edge  research  in  the  application  of 
advanced  technologies  such  as  mobile 
computing. 

• Through  its  Nolan  Norton  Institute,  KPMG 
delivers  benchmarking  expertise  in  the 
strategic  use  of  information  technology  to 
achieve  business  objectives. 
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Company  Description 

KPMG  Peat  Marwick  L.L.P.  is  the  U.S. 
organization  of  Netherlands-based  KPMG,  a 
professional  services  firm  with  approximately 
74,400  personnel  operating  worldwide,  with 
offices  in  810  cities  in  142  countries. 

KPMG  offers  a wide  range  of  value-added 
consulting,  assurance,  and  tax  services 
through  five  lines  of  business: 

• Financial  services 

• Health  care  and  life  sciences 

• Information,  communications,  and 
entertainment 

• Manufacturing,  retailing,  and  distribution 

• Public  services 

Organization  and  Structure 

The  national  line-of-business  structure  is 
deployed  within  each  of  ten  geographic  areas. 
The  result  is  a matrix  organizational  structure 
that  focuses  primarily  on  the  lines  of  business 
supported  by  the  10-area  network. 

Consulting  personnel  are  further  matrixed  by 
core  skill  and  functional  expertise.  This 
structure,  while  complex,  allows  the  firm  to 
leverage  appropriate  resources  to  deliver 
dynamic  cross-functional  teams  to  meet  the 
needs  of  a particular  client. 

Internationally,  the  firm  is  working  to  improve 
consulting  delivery  capabilities  on  a global 
basis  through  Project  Globe,  an  initiative  to 
establish  a suite  of  core  competencies  to 
provide  services  consistently  throughout  the 
world. 

Key  KPMG  executives  are  summarized  in  the 
exhibit. 


Exhibit 

KPMG  Key  Executives 


Name 

Title 

Jon  C.  Madonna 

Chairman  and  CEO 

Paul  C.  Reilly 

National  Managing  Partner 
Financial  Services 

Ronald  L. 
Merriman 

National  Managing  Partner 
Flealthcare  and  Life  Sciences 

Roger  S.  Siboni 

National  Managing  Partner 
Information,  Communications 
and  Entertainment 

William  Simon 

National  Managing  Partner 
Manufacturing,  Retailing  and 
Distribution 

Thomas  E, 
Richards 

National  Managing  Partner 
Public  Services 

Ted  A.  Fernandez 

National  Managing  Partner 
Strategic  Services  Consulting 

KPMG’s  consulting  practice  includes  the 
following  specialized  units: 

• The  Nolan  Norton  Institute  provides 
technology  research  and  analysis  and 
strategy  consulting. 

• Advanced  Technology  Laboratories  offer 
applied  research  and  development  and 
emerging  technology  integration. 

Company  Strategy 

KPMG’s  strategy  is  to  help  clients  improve 
their  business  performance  through  a global 
network  of  industry  professionals  who 
anticipate  issues  and  develop  creative 
solutions.  To  meet  this  goal,  the  firm  believes 
that  today’s  clients  must  have  access  to  a team 
of  professionals  who  together  offer: 

• Breadth  and  depth  of  experience  in  the 
industry  in  which  the  client  competes 
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• Understanding  of  the  functional  operation  of 
the  clients’  business 

• Core  skills  in  three  areas — strategy  and 
financial  management,  operations 
management,  and  technology 

KPMG  has  moved  aggressively  into  the 
information  technology  (IT)  consulting 
market.  As  part  of  its  efforts  to  capture  a 
dominant  share  of  this  growing  market, 

KPMG  acquired  a SAP  consulting  firm  (Setae), 
which  gave  KPMG  immediate  access  to 
consultants  with  experience  in  SAP 
implementations . 

KPMG  views  industry  specialization  as  an 
essential  component  of  the  firm’s  full-service 
strategy.  The  firm  develops  services  within 
the  various  industry  groups  it  targets. 

KPMG’s  strategy  is  to  use  alliances  selectively 
to  enhance  its  own  capabilities  and  improve  its 
response  times.  Through  these  alliances,  the 
firm  offers  clients  a full  range  of  high-quality 
systems  integration  services,  industry-  and 
technology-specific  expertise,  and  faster 
delivery  of  technology  solutions. 

Financials 

KPMG’s  total  worldwide  revenue  for  fiscal 
1995  was  approximately  $7.5  billion, 
compared  to  approximately  $6.6  billion  in 
fiscal  1994  (restated  to  reflect  total  billing  to 
clients). 

KPMG’s  worldwide  consulting  revenue  was 
$1.5  billion  in  fiscal  1995,  compared  to 
approximately  $990  million  in  fiscal  1994. 

KPMG’s  worldwide  information  services 
revenue  was  $790  million  in  fiscal  1995, 
compared  to  $505  million  in  fiscal  1994. 


Market  Financials 

KPMG’s  clients  range  from  start  up  firms  with 

high  potential  for  growth  to  large  established 

companies  in  the  following  targeted  markets: 

• Financial  services — Includes  banking  and 
finance,  insurance  investment  banking, 
mutual  funds,  real  estate,  and  pension  funds 

• Health  care  and  life  sciences — Includes 
biotechnology,  medical  technology,  research 
institutions,  pharmaceutical  manufacturing, 
drug  and  medical  product  distributors, 
hospitals,  outpatient  centers,  residential 
care  facilities,  physician  groups,  and 
HMOs/IPOs/other  service  plans 

• Information,  communications,  and 
entertainment — Includes  publishing, 
information  services,  entertainment, 
telephone  systems,  cable  television,  cellular 
transmission,  broadcasting,  software, 
computers  and  peripherals,  consumer 
electronics,  and  semiconductors 

• Manufacturing,  retailing,  and  distribution — 
Includes  raw  materials,  processing, 
assembly  and  manufacturing,  wholesaling, 
retailing,  transportation,  and  distribution 

• Public  services — Includes  federal,  state,  and 
local  agencies,  and  higher  education  and  not- 
for-profit  institutions 

These  markets  appeal  to  KPMG  for  the 

following  reasons: 

• They  are  characterized  by  large,  complex 
information  technology  organizations 

• They  have  a history  of  consultant  use 

• They  show  clear  industry  trends  of  growth 
and  complexity 
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• They  often  have  complex,  transaction-based 
internal  operations 

Geographic  Markets 

Approximately  31%  ($2.3  billion)  of  KPMG’s 
fiscal  1995  revenue  was  derived  from  the  U.S. 
and  the  remaining  69%  ($5.2  billion)  from 
international  sources. 

In  the  U.S.  (fiscal  year  ending  June  30,  1995), 
KPMG  announced  that  its  consulting  revenue 
was  up  37%  in  fiscal  1995. 

In  fiscal  1995,  approximately  58%  of  KPMG’s 
consulting  revenue  was  derived  from  the  U.S. 
and  the  remaining  42%  from  international 
sources. 

In  fiscal  1995,  approximately  49%  ($384 
million)  of  KPMG’s  information  services 
revenue  was  derived  from  the  U.S.  and  51% 
from  international  sources,  as  compared  to 
approximately  45%  ($225  million)  from  the 
U.S.  and  55%  from  international  sources  in 
fiscal  1994. 

Acquisitions 

In  April  1996,  KPMG  acquired  Webb  and 
Shirley,  a leading  retail  and  consulting  firm. 

In  July  1995,  KPMG  acquired  the  San 
Francisco  Consulting  Group,  a 
telecommunications  consultancy  that  offers  a 
range  of  services,  including  strategic  planning, 
market  planning  and  analysis,  network  and 
product  design  and  development,  network  and 
systems  design,  technology  assessment,  and 
technical  management  studies. 

In  January  1995,  KPMG  completed  its 
acquisition  of  Setae,  Inc.  and  Setae  Mexico  S. 
A.  de  C.  V. 

• Setae— a leading  SAP  consulting  firm — has 
implemented  a range  of  consulting  projects 
for  companies  reengineering  their 


organizations  with  SAP’s  integrated 
business  applications  software. 

• At  the  time  of  the  acquisition,  Setae  had  70 
consultants  who  had  experience  with  SAP 
R/2  and  R/3. 

Employees 

Worldwide,  KPMG  has  approximately  74,400 
personnel  including  over  6,000  partners.  The 
U.S.  firm  has  more  than  16,000  personnel, 
including  more  than  1,400  partners. 

Key  Products  and  Services 

KPMG’s  overall  consulting  capabilities  cover  a 
range  of  both  private  and  public  sector  client 
needs.  Services  cover  a range  of  strategy  and 
financial  management,  operations 
management,  and  information  technology 
implementation  and  integration. 

A typical  KPMG  consulting  engagement 
involves  more  than  a single  capability;  for 
example,  an  engagement  could  consist  of 
strategic  consulting  on  reengineering  the 
finance  function,  followed  by  technology 
implementation  of  client/server  software  to 
support  the  reengineered  function. 

Major  offerings  across  the  five  lines  of 
business  are  as  follows: 

Core  Skills 

• Strategy  and  financial  management — 
Includes  strategy  services  covering  business, 
product,  market,  organization,  and 
technology;  financial  advisory  services, 
including  corporate  finance,  mergers  and 
acquisitions,  risk  management  and 
evaluation,  and  appraisals;  and  large-scale 
privatization  projects  (through  the  KPMG 
subsidiary,  Barents) 

• Operations  management — Services  focus  on 
improving  the  performance  of  an 
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organization’s  operating  functions  through 
the  integration  of  business  process 
reengineering,  activity-based  measurement, 
and  change  management. 

• Technology — Services  focus  on  solving 
business  problems  through  the  application  of 
technology,  including  the  implementation  of 
enterprise-wide  client/server  packages  such 
as  SAP  and  Oracle;  and  the  application  of 
leading-edge  technologies  such  as  mobile 
computing  and  wireless  and  wide-area 
networking. 

Functional  Focus 

• World-Class  Finance — Transformation  of  the 
finance  function  and  the  role  of  the  CFO 
through  reengineering  and  technology 
deployment 

• World-Class  Human  Resources — 
Transformation  of  the  human  resources 
function  and  the  role  of  the  HR  manager 
through  technology  deployment 

• Sales  Force  Automation — Transformation  of 
the  sales  and  marketing  process  through 
reengineering  and  the  deployment  of  mobile 
computing  technology 

• World-Class  Information  Technology — 
Transformation  of  the  IT  function  and  the 
role  of  the  CIO  through  reengineering  and 
technology  deployment 

• Supply  Chain — Transformation  of  the 
unique  functions  of  targeted  industries 

Clients 

A representative  list  of  KPMG’s  clients 

includes: 

• American  General 

• Apple  Computer 

• Black  & Decker 

• Blue  Cross  and  Blue  Shield 


• Boeing 

• Bristol-Myers  Squibb 

• Chase  Manhattan 

• Chrysler 

• Du  Pont  Merck 

• Emory  University  System  of  Health  Care 

• Hewlett-Packard 

• Hoechst  Celanese 

• McGraw-Hill 

• North  American  Van  Lines 

• Pacific  Bell 

• Pepsi-Cola 

• R.R.  Donnelley 

• Ryder  Systems 

• Salomon  Brothers 

• State  of  Michigan 

• U.S.  Department  of  Agriculture 

• U.S.  Department  of  the  Army 

• Union  Carbide 

• Xerox 

Marketing  and  Sales 

KPMG’s  marketing  strategy  is  to  target 
selective  markets.  KPMG  surveys  100%  of  its 
clients  in  an  effort  to  continually  improve 
client  satisfaction  by  meeting  or  exceeding 
expectations.  The  company  has  successfully 
leveraged  this  initiative  in  its  marketing 
efforts. 

As  a result  of  its  focus  on  client  satisfaction, 
the  firm  benefits  from  extensive  word-of- 
mouth  client  referrals  as  well  as  repeat  work 
among  its  existing  client  base. 

KPMG  uses  advertising,  public  seminars,  and 
vendor-supported  programs  to  good 
advantage. 

Alliances 

KPMG  forms  alliances  to  either 
expand/enhance  the  firm’s  expertise  or  service 
offerings,  or  to  provide  the  company  entry  into 
new  or  emerging  markets.  Sample  alliances 
include  those  with: 
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• Leading  software  providers  such  as  Baan, 
J.D.  Edwards,  Lawson,  Oracle,  PeopleSoft, 
SAP,  and  System  Software  Associates 

• Major  hardware  vendors  such  as  Compaq, 
Digital  Equipment  Corporations,  Hewlett- 
Packard,  IBM,  and  Sun  Microsystems 

• Other  software  providers  serving  particular 
industry  segments  such  as  retail  or  health 
care 

• Other  middleware  and  tools  providers — e.g., 
communications  or  performance  tuning — 
that  enable  integrated  solutions 

Competition 

In  consulting,  KPMG  competitors  include 
large  professional  services  firms,  strategy 
firms  that  are  moving  into  implementation, 
and  hardware  vendors  offering  professional 
services. 

Specifically,  KPMG  competes  with  Andersen 
Consulting,  Ernst  & Young,  Coopers  & 
Lybrand,  Deloitte  & Touche,  Price 
Waterhouse,  Computer  Sciences  Corporation, 
Electronic  Data  Systems,  Digital  Equipment 
Corporation,  and  International  Business 
Machines  (IBM). 


INPUT  Assessment 

Some  of  KPMG’s  strengths  include: 

• A high  level  of  technical  and  management 
expertise 

• A strong  alliances  that  expand/enhance  the 
firm’s  offerings 

• Strong  set  of  tools  and  methodologies 

• Vertical  industry  knowledge 

Challenges  over  the  coming  year  include: 

• Building  on  the  37%  consulting  revenue 
growth  achieved  in  the  U.S.  in  fiscal  1995  to 
capture  a major  share  of  the  information 
technology  consulting  market 

• Given  the  competition  in  the  industry  for 
talent,  attracting  the  “right”  professionals: 
experienced  consultants  with  functional 
expertise  and  core  skills  in  strategy 
consulting,  operations  improvement,  and 
technology 

• Further  leveraging  the  intellectual  assets  of 
the  firm  through  additional  investment  in 
technology-based  tools 

• Leveraging  KPMG’s  dominant  position  in 
the  government  and  education  markets 
through  new  software  and  consulting 
products  and  strategic  partnerships 
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KPMG  Peat  Marwick  L.L.P. 


Chairman: 

767  Fifth  Avenue 
New  York,  NY  10153 
Phone: 

Fax: 


Jon  C.  Madonna 


(212)  909-5000 
(212)  909-5299 


Status:  Private  Limited  Liability  Partnership 

Employees:  72,750 

Total  Revenue:  $6,100,000,000 

Worldwide  Information 

Services  Revenue:  $505,000,000 

Fiscal  Year  End  (worldwide):  9/30/94 


Key  Points 

« KPMG  Peat  Marwick  L.LP.  is  a 
professional  services  consulting  firm  and  is 
one  of  the  “Big  6”  accounting  and  auditing 
firms. 

• In  the  U.S.,  consulting  represents  the 
fastest  growing  segment  of  KPMG’s 
business — with  revenue  up  37%  in  fiscal 
1995. 

• KPMG  offers  consulting  in  strategy  and 
financial  management,  operations 
management  and  technology — with  a focus 


on  delivering  measurable  operational 
improvements  of  time,  cost  and  quality  in  its 
clients’  business  operations. 

• In  support  of  its  technology  consulting, 
KPMG  maintains  a network  of  Advanced 
Technology  Laboratories  across  the  U.S. 
offering  applied  technology  research  and 
development,  product  evaluation  and 
leading  edge  research  in  the  application  of 
advanced  technologies  such  as  mobile 
computing. 

• Through  its  Nolan  Norton  Institute,  KPMG 
delivers  benchmarking  expertise  in  the 
strategic  use  of  information  technology  to 
achieve  business  objectives. 

Company  Description 

KPMG  Peat  Marwick  L.L.P.  is  the  U.S. 

organization  of  Netherlands-based  KPMG,  a 
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professional  services  firm  with  approximately 
72,750  personnel  operating  worldwide  in 
1,119  offices  in  more  than  825  cities  in  more 
than  135  countries. 

KPMG  offers  a wide  range  of  value-added 
consulting,  assurance  and  tax  services 
through  five  lines  of  business: 

• Financial  services 

• Healthcare  and  life  sciences 

• Information,  communications  and 
entertainment 

• Manufacturing,  retailing  and  distribution 

• Public  services 

Organization  and  Structure 

The  national  line-of-business  structure  is 
deployed  within  each  of  ten  geographic  areas. 
The  result  is  a matrix  organizational 
structure  that  focuses  primarily  on  the  lines 
of  business  supported  by  the  10-area  network 

Consulting  personnel  are  further  matrixed  by 
core  skill  and  functional  expertise.  This 
structure,  while  complex,  allows  the  firm  to 
leverage  appropriate  resources  to  deliver 
dynamic  cross-functional  teams  to  meet  the 
needs  of  a particular  client. 

Internationally,  the  firm  is  working  to 
improve  consulting  delivery  capabilities  on  a 
global  basis  through  Project  Globe,  an 
initiative  to  establish  a suite  of  core 
competencies  to  provide  services  consistently 
throughout  the  world. 

Key  KPMG  executives  are  summarized  in  the 
exhibit. 


Exhibit 

KPMG  Key  Executives 


Name 

Title 

Jon  C.  Madonna 

Chairman  and  CEO 

Paul  C.  Reilly 

National  Managing  Partner 
Financial  Services 

Ronald  L. 
Merriman 

National  Managing  Partner 
Healthcare  and  Life  Sciences 

Roger  S.  Siboni 

National  Managing  Partner 
Information,  Communications 
and  Entertainment 

William  Simon 

National  Managing  Partner 
Manufacturing,  Retailing  and 
Distribution 

Thomas  E. 
Richards 

National  Managing  Partner 
Public  Services 

Ted  A.  Fernandez 

National  Managing  Partner 
Strategic  Services  Consulting 

Keith  L.  Fuller 

Partner-in-Charge 
Performance  Improvement 
Consulting  Services 

KPMG’s  consulting  practice  includes  the 

following  units: 

• Nolan  Norton  Institute  provides  technology 
research  and  analysis  and  strategy 
consulting. 

• Advanced  Technology  Laboratories  offer 
applied  research  and  development  and 
emerging  technology  integration. 

• The  Strategic  Services  Consulting  unit 
offers  expertise  in  operations  management 
and  enabling  technologies,  such  as 
operational  improvement  of  time,  cost  and 
quality  in  clients’  business  operations. 
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Company  Strategy 

KPMG’s  strategy  is  to  help  clients  improve 
their  business  performance  through  a global 
network  of  industry  professionals  who 
anticipate  issues  and  develop  creative 
solutions.  To  meet  this  goal,  the  firm  believes 
that  today’s  clients  must  have  access  to  a 
team  of  professionals  who  together  offer: 

• Breadth  and  depth  of  experience  in  the 
industry  in  which  the  client  competes 

• Understanding  of  the  functional  operation  of 
the  clients’  business  and 

• Core  skills  in  three  areas — strategy  and 
financial  management,  operations 
management  and  technology 

KPMG  has  moved  aggressively  into  the 
information  technology  (IT)  consulting 
market.  As  part  of  its  efforts  to  capture  a 
dominant  share  of  this  growing  market, 

KPMG  acquired  a SAP  consulting  firm 
(Setae),  which  gave  KPMG  immediate  access 
to  consultants  with  experience  in  SAP 
implementations. 

KPMG  views  industry  specialization  as  an 
essential  component  of  the  firm’s  full  service 
strategy.  The  firm  develops  services  within 
the  various  industry  groups  it  targets. 

KPMG’s  strategy  is  to  use  alliances  selectively 
to  enhance  its  own  capabilities  and  improve 
its  response  times.  Through  these  alliances, 
the  firm  offers  clients  a full  range  of  high- 
quality  systems  integration  services,  industry- 
and  technology-specific  expertise  and  faster 
delivery  of  technology  needs. 

Financials 

KPMG’s  total  worldwide  revenue  for  fiscal 
1994  was  approximately  $6.1  billion, 
compared  to  approximately  $6.0  billion  in 
fiscal  1993. 


KPMG’s  worldwide  consulting  revenue  was 
$990  million  in  fiscal  1994,  compared  to 
approximately  $880  million  in  fiscal  1993. 

KPMG’s  worldwide  information  services 
revenue  was  $505  million  in  fiscal  1994. 

Market  Financials 

KPMG’s  clients  range  from  startup  firms  with 
high  potential  for  growth,  to  large  established 
companies  in  the  following  targeted  markets: 

• Financial  services — Includes  banking  and 
finance,  insurance  investment  banking, 
mutual  funds,  real  estate  and  pension  funds 

• Healthcare  and  life  sciences — Includes 
biotechnology,  medical  technology,  research 
institutions,  pharmaceutical  manufacturing, 
drug  and  medical  product  distributors, 
hospitals,  outpatient  centers,  residential 
care  facilities,  physician  groups  and 
HMOs/IPOs/other  service  plans 

• Information,  communications  and 
entertainment — Includes  publishing, 
information  services,  entertainment, 
telephone  systems,  cable  television,  cellular 
transmission,  broadcasting,  software, 
computers  and  peripherals,  consumer 
electronics  and  semiconductors 

• Manufacturing,  retailing  and  distribution— 
Includes  raw  materials,  processing, 
assembly  and  manufacturing,  wholesaling, 
retailing,  transportation  and  distribution 

• Public  services — Includes  federal,  state  and 
local  agencies,  as  well  as  higher  education 
and  not-for-profit  institutions 

These  markets  appeal  to  KPMG  for  the 
following  reasons: 

• They  are  characterized  by  large,  complex 
information  technology  organizations 
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• They  have  a history  of  consultant  use 

• They  show  clear  industry  trends  of  growth 
and  complexity 

• They  often  have  complex,  transaction-based 
internal  operations 

Geographic  Markets 

Approximately  31%  ($1.9  billion)  of  KPMG’s 
fiscal  1994  revenue  was  derived  from  the  U.S. 
and  the  remaining  69%  ($4.2  billion)  from 
international  sources. 

With  the  U.S.  fiscal  year  ending  June  30, 

1995,  KPMG  announced  that  its  consulting 
revenue  was  up  37%  in  fiscal  1995.  The  fiscal 
year  ends  September  30,  1995  for  KPMG,  as  a 
whole. 

In  fiscal  1994,  approximately  50%  of  KPMG’s 
consulting  revenue  was  derived  from  the  U.S. 
and  the  remaining  50%  from  international 
sources. 

In  1994,  approximately  45%  ($225  million)  of 
KPMG’s  information  services  revenue  was 
derived  from  the  U.S.  and  the  remaining  55% 
from  international  sources. 

Acquisitions 

In  July  1995,  KPMG  acquired  the  San 
Francisco  Consulting  Group,  a 
telecommunications  consultancy  that  offers  a 
range  of  services,  including  strategic 
planning,  market  planning  and  analysis, 
network  and  product  design  and  development, 
network  and  systems  design,  technology 
assessment  and  technical  management 
studies. 

In  January  1995,  KPMG  completed  its 
acquisition  of  Setae,  Inc.  and  Setae  Mexico  S. 
A de  C.  V. 


• Setae — a leading  SAP  consulting  firm — has 
implemented  a range  of  consulting  projects 
for  companies  reengineering  their 
organizations  with  SAP’s  integrated 
business  applications  software. 

• At  the  time  of  the  acquisition,  Setae  had  70 
consultants  who  had  experience  with  SAP 
R/2  and  R/3. 

Employees 

Worldwide,  KPMG  has  approximately  72,750 
personnel  including  over  6,000  partners.  The 
U.S.  firm  has  approximately  17,000  personnel 
including  more  than  1,400  partners. 

Key  Products  and  Services 

KPMG’s  overall  consulting  capabilities  cover  a 
range  of  both  private  and  public  sector  client 
needs.  Services  cover  a range  of  strategy  and 
financial  management,  operations 
management  and  information  technology 
implementation  and  integration. 

A typical  KPMG  consulting  engagement 
involves  more  than  a single  capability,  for 
example,  strategic  consulting  on 
reengineering  the  finance  function  followed  by 
technology  implementation  of  client/server 
software  to  support  the  reengineered  function. 

Major  offerings  across  the  five  lines  of 
business  are  as  follows: 

Core  Skills 

• Strategy  and  financial  management — 
Includes  strategy  services  covering  business, 
product,  market,  organization  and 
technology;  financial  advisory  services 
including  corporate  finance,  mergers  and 
acquisitions,  risk  management  and 
evaluation  and  appraisals;  and  large-scale 
privatization  projects  (through  the  KPMG 
subsidiary  Barents) 
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• Operations  Management — Services  focus  on 
improving  the  performance  of  an 
organization’s  operating  functions  through 
the  integration  of  business  process 
reengineering,  activity-based  measurement 
and  change  management. 

• Technology — Services  focus  on  solving 
business  problems  through  the  application 
of  technology,  including  the  implementation 
of  enterprise-wide  client/server  packages 
such  as  SAP  and  Oracle;  and  the  application 
of  leading-edge  technologies  such  as  mobile 
computing  and  wireless  and  wide-area 
networking. 

Functional  Focus 

• World-Class  Finance — Transformation  of 
the  finance  function  and  the  role  of  the  CFO 
through  reengineering  and  technology 
deployment 

• World-Class  Human  Resources — 
Transformation  of  the  human  resources 
function  and  the  role  of  the  HR  manager 
through  technology  deployment 

• Sales  Force  Automation — Transformation  of 
the  sales  and  marketing  process  through 
reengineering  and  the  deployment  of  mobile 
computing  technology 

• World-Class  Information  Technology — 
Transformation  of  the  IT  function  and  the 
role  of  the  CIO  through  reengineering  and 
technology  deployment. 

• Supply  Chain — Transformation  of  the 
unique  functions  of  targeted  industries. 

Clients 

A representative  list  of  KPMG’s  clients 

includes: 

• American  General 

• Apple  Computer 


• Black  and  Decker 

• Blue  Cross  and  Blue  Shield 

• Boeing 

• Bristol  Myers  Squibb 

• Chase  Manhattan 

• Chrysler 

• Dupont  Merck 

• Emory  University  System  of  Health  Care 

• Hewlett-Packard 

• Hoechst  Celanese 

• McGraw-Hill 

• North  American  Van  Lines 

• Pacific  Bell 

• Pepsi-Cola 

• R.R.  Donnelley 

• Ryder  Systems 

• Salomon  Brothers 

• State  of  Michigan 

• U.S.  Department  of  Agriculture 

• U.S.  Department  of  Army 

• Union  Carbide 

• Xerox 

Marketing  and  Sales 

KPMG’s  marketing  strategy  is  to  target 
selective  markets.  KPMG  surveys  100%  of  its 
clients  in  an  effort  to  continually  improve 
client  satisfaction  by  meeting  or  exceeding 
expectations.  The  company  has  successfully 
leveraged  this  initiative  in  its  marketing 
efforts. 

KPMG  uses  public  seminars  and  vendor- 
supported  programs  to  good  advantage.  Even 
more  effective  are  word-of-mouth  client 
referrals. 

In  addition,  KPMG  uses  direct  mail  as  a 
business  marketing  tool.  The  firm  leverages 
existing  commercial  clients. 

Alliances 

KPMG  forms  alliances  to  either 
expand/enhance  the  firm’s  expertise  or  service 
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offerings,  or  to  provide  the  company  entry  into 
new  or  emerging  markets.  Sample  alliances 
include  those  with: 

® Leading  software  providers  such  as  SAP, 
Oracle  and  PeopleSoft  to  implement 
enterprise-wide  client/server  solutions. 

• Major  hardware  vendors  such  as  the 
alliance  with  Apple  Computer  to  develop 
business  applications  for  the  hand-held 
Newton. 

• In  the  public  services  arena,  with  Education 
Alternatives,  Inc.  to  provide  financial 
solutions  and  outsourcing  to  schools 
managed  by  the  company. 

• Software  provider  Siebel  Systems,  to 
implement  marketing  and  sales  force 
automation  systems. 

Competition 

In  consulting,  KPMG  competitors  include  the 
other  members  of  the  “Big  Six”,  large 
professional  services  firms,  strategy  firms 
that  are  moving  into  implementation  and 
hardware  vendors  offering  professional 
services. 

Specifically,  KPMG  competes  with  Andersen 
Consulting,  Ernst  & Young,  Coopers  & 
Lybrand,  Deloitte  & Touche,  Price 
Waterhouse,  Computer  Sciences  Corporation, 
Electronic  Data  Systems,  Digital  Equipment 
Corporation  and  International  Business 
Machines  (IBM). 


INPUT  Assessment 

Some  of  KPMG’s  strengths  include: 

• High  level  of  technical  and  management 
expertise 

• Strong  alliances  that  expand/enhance  the 
firm’s  offerings 

• Strong  set  of  tools  and  methodologies 

• Vertical  industry  knowledge 

Challenges  over  the  coming  year  include: 

• Building  on  the  37%  consulting  revenue 
growth  achieved  in  the  U.S.  in  fiscal  1995,  to 
capture  a major  share  of  the  information 
technology  consulting  market. 

• Given  the  competition  in  the  industry  for 
talent,  attracting  the  “right” 
professionals — experienced  consultants  with 
functional  expertise  and  core  skills  in 
strategy  consulting,  operations 
improvement  and  technology 

• Further  leveraging  the  intellectual  assets  of 
the  firm  through  additional  investment  in 
technology-based  tools. 
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KRANZLEY  AND  COMPANY,  INC. 

1010  South  Kings  Highway 
Cherry  Hill,  NJ  08034 
(609) 795-1515 


Arthur  S.  Kranzley,  President 
Private 

Total  employees:  92 
Total  revenues,  fiscal  year  end 
12/31/77:  $3,000,000* 
Computer  services  revenues: 
$2,850,000* 


THE  COMPANY 

• Kranzley  and  Company,  Inc.  was  incorporated  in  1962  in  the  state  of  New 
Jersey.  Initially,  it  began  as  a consulting  firm  which  provided  product  planning 
and  development  advice  to  computer  equipment  manufacturers. 

By  1964  Kranzley  began  tailoring  its  services  to  the  banking  industry. 

In  1965  Kranzley  became  involved  in  the  development  of  charge  card 
applications  for  what  was  to  become  the  Western  States  Bankcard 
Association. 

In  1976  Kranzley  entered  an  agreement  to  develop  a comprehensive 
EFT  system  for  Maryland  Switch,  Inc.,  a joint  venture  between  five 
Maryland  banks. 

In  March  1978,  Kranzley  sold  an  EFT  system  and  related  services  to  the 
Rocky  Mountain  Bankcard  Association. 

• Management  states  that  Kranzley  & Co.  is  growing  and  profitable. 

• Kranzley  acquired  Berglund  Asociates  in  1974  to  gain  telecommunications 
capability. 


KEY  PRODUCTS  AND  SERVICES 


• Kranzley's  revenues  are  generated  by  the  following  computer  services,  which 
are  listed  in  the  order  of  revenues  generated  from  largest  to  smallest: 

Software  products 
Turnkey  systems 
Professional  services 
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• Most  of  Kranzley's  revenues  are  generated  by  software  products.  Kranzley 
currently  has  approximately  200  product  installations  at  more  than  100-200  of 
the  largest  500  commercial  banks  in  the  U.S.. 

• Kranzley's  banking  software  provides  specialty  services  in  consumer  lending, 
commercial  lending,  demand  deposit  accounting,  and  retail  banking.  The 
individual  products  include: 

BANKSERV  Charge  Card  System.  Introduced  in  1967,  it  was  the  first 
software  product  developed.  It  provides  on-line  credit  authorization 
and  has  about  30  installations. 

BANKSERV  Installment  Loan  System.  Introduced  in  1970,  it  features 
simple  interest,  revolving  credit,  and  demand  notes.  This  product  has 
more  than  70  installations. 

BANKSERV  Retail  Accounts  Information  System.  Introduced  in  1974,  it 
provides  information  on  a bank's  customers,  including  demographics, 
account  information  and  relationships,  credit,  and  balance  data.  Its 
three  modules  are: 

. Customer  Relationship  and  Inquire 

. Customer  Analysis 

. Conversion 

BANKSERV  Revolving  Credit  System.  A batch-oriented  system  for 
revolving  credit  services,  it  includes  reserve  (overdraft)  accounts  which 
interface  with  demand  deposit  accounts. 

BANKSERV  Time  Deposit  System.  A savings  function  reporting  system, 
it  handles  as  many  as  20  different  savings  instruments,  including 
passbook  savings,  certificates  of  deposit,  and  club  savings. 

BANKSERV  Charge-Off /Recovery  System.  Standalone  or  integrated 
with  the  Loan  System,  it  processes  loans  which  have  been  charged-off. 
These  include  installment,  credit  card,  and  revolving  credit  loans. 
BANKSERV  Floor  Planning  System.  It  includes  all  major  functions 
associated  with  financing  dealer  inventories.  Auto,  boat,  and  appliance 
dealer  modules  are  among  those  available. 

BANKSERV  Commercial  Loan  System.  Used  for  branch,  unit,  and 
correspondent  banks,  it  features  positive  accounting  for  indirect 
liability,  unrestricted  handling  of  participations,  accounting  and 
automatic  pricing  of  collateral,  and  descriptive  billing.  It  can  be  used 
in  batch  or  on-line  mode. 

• JETSERV,  Commercial  Charge  Account  Billing  Receivables  System,  tailors 
accounts  payable  and  accounts  receivable  to  the  airline  industry. 

TM 

• PLANET  is  a series  of  computer  programs  used  for  systems  analysis  and 
design  of  communications  software. 
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It  is  used  for  design  of  private  line  and  switched  network  systems, 
message  switching,  transaction  processing,  data  entry  and  collection, 
inquiry  and  response,  and  remote  job  entry. 

This  product  is  available  through  remote  computing  service  companies 
or  can  be  licensed  for  use  on  in-house  systems  which  support 
FORTRAN. 

Specific  programs  available  from  the  PLANET  library  include: 

. MODEL  - Communications  line  and  terminal  performance 
measurement 

. NETSYN  - Multipoint  private  line  network  and  pricing 

. WATSYN  - WATS  network  design  and  pricing 

. TOLLPRO  - Toll  and  WATS  usage  analysis 
. LOCON  - Concentrator  positioning  and  pricing 

• Turnkey  systems  accounted  for  a fairly  small  portion  of  fiscal  1977  revenues 
but  represent  a growing  part  of  the  company. 

EFT  8000  Series  systems  comprise  the  principal  turnkey  systems 
product  line.  These  two  systems  utilize  the  Interdata  8/32  and 
Interdata  7/32  minicomputers. 

. EFT  8300  Transaction  Switching  and  Processing  System 

constitutes  a regional  focal  point  for  controlling  terminals  and 
routing  transactions  to  the  bank  end  point.  It  is  an  outgrowth  of 
the  Maryland  Switch  project. 

. EFT  8500  Transaction  and  Processing  System  is  a terminal 
control  and  message  switching  system.  It  employs  redundant 
minicomputers  to  control  terminals,  data  processing  center 
interaction,  and  off-line  processing  associated  with  transaction 
handling.  Management  regards  EFT  8500  to  be  the  "flagship"  of 
the  Kranzley  product  line. 

A few  turnkey  systems  which  provide  similar  applications  to  banks  as 
available  through  Kranzley's  software  product  line  have  been  installed. 

• Professional  services  constitute  a small  portion  of  Kranzley's  revenues.  The 
Applied  Telecommunications  Division  of  Kranzley  provides  professional 
services,  consisting  primarily  of  consulting  services  on  network  and  EFT 
planning  and  design. 

Typical  consulting  engagements  include  one  or  more  of  the  following 
areas: 

. Terminal  systems 

. Programmable  front  ends 

. Computer  networks 

. Network  simulation  and  optimization 

. EFT/Point-of-sale 

. Packet  switching 

. Specialized  and  satellite  common  carriers 
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. Common  carrier  services 

. Corporate  networks 

. Telecommunications  management 

Studies  have  included  cost-performance  projections,  evaluation  of 
vendor  proposals,  and  evaluations  of  specialized  common  carriers. 
These  studies  frequently  make  use  of  PLANET  software. 


APPLICATIONS  Software  includes  specialty  and  systems  products  for  several 
industries. 


INDUSTRY  MARKETS 

• Most  of  Kranzley's  revenues  are  generated  by  the  banking  and  finance 
industry.  The  majority  of  these  customers  are  among  the  largest  500  banks  in 
the  U.S.;  the  remainder  are  thrift  institutions. 

• Other  users  of  professional  services  and  software  include  manufacturers, 
airlines,  and  insurance  companies. 


GEOGRAPHIC  MARKETS  The  majority  of  revenues  are  generated  in  the  U.S.;  a 
small  amount  is  occasionally  generated  overseas.  U.S.  revenues  are  derived  from 
more  than  25  states  and  tend  to  concentrate  in  metropolitan  areas  which  house  the 
largest  500  U.S.  banks. 


COMPUTER  HARDWARE  AND  SOFTWARE  Kranzley  uses  an  in-house  computer  and 
outside  service  bureaus  for  product  testing  and  some  administration  applications. 
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LAMBDA  TECHNOLOGY,  INC. 

405  Lexington  Avenue 
New  York,  NY  10017 
(212) 599-5600 


George  Langnas,  President 
Private  Corporation 
Total  Employees:  600 
Total  Revenues,  Fiscal  Year  End 
12/31/79:  $18,300,000 


THE  COMPANY 

• Lambda  Technology,  Inc.  (LTI)  was  founded  October  I,  1975,  in  New  York.  It 
provides  professional  services,  primarily  systems  design  and  the  development 
of  applications  software. 

• LTI's  revenues  for  fiscal  year  1979  reached  $18.3  million,  a 56%  increase  over 
FY  1978.  LTI  management  attributes  its  growth  and  success  in  winning 
professional  service  contracts  to  its  ability  to  attract  qualified  personnel.  It 
expects  FY  1980  revenues  to  increase  42%  to  $26  million  and  indicates  the 
company  has  been  profitable  since  incorporation.  A four-year  summary  of 
revenues  follows: 


LAMBDA  TECHNOLOGY,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  Thousands) 


— —-^FISCAL  YEAR 

ITEM  ~ — 

1979 

1978 

1977 

1976 

Revenues 

$18,300 

$1 1 ,700 

$6,000 

$2,000 

. Percent  increase 
from  previous  year 

56% 

95% 

200% 

N/A 

• The  company's  contracts  include  both  long-term  consulting  agreements  and 
single  projects.  Lambda  prefers  to  work  on  a fixed-fee  basis,  but  most 
contracts  have  been  negotiated  on  a time-and-materials  basis. 

Lambda  provides  consulting  services  to  approximately  70  clients  at  any 
given  time.  Most  clients  are  Fortune  100  companies  or  large  banks. 

• A breakdown  follows  of  the  600  Lambda  employees: 


- 

Marketing/sales 

15 

_ 

Software  services/customer  support 

525 

- 

General  and  administrative 

60 

600 
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KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Lambda  Technology's  revenues  are  derived  from 
professional  services.  Roughly  30%  of  its  consulting  is  focused  on  minicom- 
puter-based systems  and  70%  on  large  CPUs,  primarily  IBM. 

• Lambda's  expertise  is  in  the  design  of  systems  that  move  data;  i.e.,  store  and 
forward,  bank  money  transfers  and  message  switching. 

Examples  of  current  contracts  include: 

. Design  and  development  of  an  automated  retail  banking  system. 

. Design  and  development  of  a corporate  customer  money  transfer 

system. 

• In  addition,  Lambda  has  expertise  in  the  development  of  applications  software, 
principally  business  applications;  i.e.,  accounts  receivable,  accounts  payable, 
payroll  and  employee  benefits. 

Over  one-half  of  LTI's  business  stems  from  the  development  of  general 

business  applications  for  IBM  mainframes. 

• Lambda  also  develops  industry-oriented  applications,  particularly  for  the 
financial  and  manufacturing  industries. 

Examples  of  current  contracts  include: 

. The  development  of  inventory  and  sales  applications  for  a major 
soft  goods  manufacturer. 

. Development  of  marketing  and  payroll  applications  for  a large 
international  oil  company. 

• Within  the  next  five  years,  Lambda  management  anticipates  adding  turnkey 
systems  products  to  its  business. 


INDUSTRY  MARKETS  Lambda  has  provided  professional  services  to  most  indus- 
tries. Lambda  has  not  competed  actively  for  federal  government  contracts. 


GEOGRAPHIC  MARKETS 

• Approximately  35%  of  Lambda  Technology's  business  stems  from  the  New 
York  area.  The  remainder  of  business  is  spread  across  the  country. 

Lambda  has  branch  offices  in  Piscataway  (NJ),  Philadelphia  (PA),  San 
Francisco  and  Los  Angeles  (CA),  Chicago  (IL)  and  a marketing  office  in 
Dallas. 
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Lambda  also  has  a branch  in  London,  but  it  is  not  generating  any  revenues  at 
the  present  time.  Primarily  a recruiting  office,  it  intends  to  have  consulting 
personnel  available  by  1981. 


COMPUTER  HARDWARE  AND  SOFTWARE  Lambda  has  no  hardware  installed. 


3 of  3 
July  1980 


© 1980  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


l 


m 


COMPANY 

PROFILE 


INPUT 


LANDMARK  SYSTEMS 
CORPORATION 

8000  Towers  Crescent  Drive 
Vienna,  VA  22182 
Phone:  (703)893-9139 


Chairman  and 
CEO: 

President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Patrick  McGettigan 
Stephen  F.  Wright 
Private  Company 


(800)  227-891 1 
Fax:  (703)902-8178 


250 

$47,400,000 

12/31/92 


Key  Points 


Landmark  Systems  Corporation  has  moved  to  refocus  its  efforts  on 
the  systems  management  software  market,  including  a decision  to 
expand  to  non-IBM  platforms. 

During  1992,  Landmark  moved  into  the  non-IBM  market  with  the 
acquisition  of  Seattle-based  Strategic  Systems  Group,  a maker  ■of 
UNIX-based  performance  monitors. 

Landmark  has  agreed  to  use  the  Tivoli  Systems,  Inc.  Management 
Environment  for  its  UNIX  systems  software. 

In  March  1993,  Landmark  sold  its  Eyewitness  CICS  fault  diagnosis 
product  to  Compuware  Corporation  in  order  to  focus  on  its 
performance  monitoring  products. 

LEGENT  Corporation  is  using  Landmark's  NaviGraphR  graphical 
user  interface  technology  for  its  data  center  workbench  architecture. 


October  1993 
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Company  Landmark  Systems  Corporation,  founded  in  1983,  develops  and 

Description  markets  systems  software  products  for  IBM  mainframes  and  UNIX 

environments.  The  company's  primary  products  are  performance 
monitoring  tools. 


Strategy 


Landmark's  strategy  is  to  be  a premiere  leader  in  performance 
management  tools  for  IBM  mainframes  and  open  system  environments. 


Financials 

Landmark's  1992  revenue  reached  $47.4  million,  a 3%  increase  over 
1991  revenue  of  $45.8  million.  A five-year  revenue  summary  follows: 


LANDMARK  SYSTEMS  CORPORATION 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue  (a) 

$47.4 

$45.8 

$40.0 

$36.0 

$27.0 

• Percent  increase 

from  previous  year 

3% 

15% 

11% 

33% 

50% 

(a)  Company  estimates. 


Market 

Financials 


Landmark  markets  its  products  across  all  industries  to  users  of  IBM 
hardware  and  strategic  operating  platforms  as  well  as  UNIX-based 
system  users. 

One  hundred  percent  of  Landmark's  revenue  is  derived  from  the  sale  of 
systems  software  products. 


Geographic 

Markets 


Approximately  47%  ($22.4  million)  of  Landmark's  1992  revenue  was 
derived  from  the  U.S.  and  53%  ($25  million)  came  from  international 
sources. 


Operations/  U.S.  offices  are  in  Vienna  (VA),  Chicago  (IL),  Dallas  (TX),  and  Los 

Structure  Angeles  (CA). 

Landmark  also  has  distributors  in  20  countries. 


Page  2 of  5 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


October  1993 


LANDMARK  SYSTEMS  CORPORATION 


INPUT 


Employees 

As  of  December  31, 1992,  Landmark  had  220  employees.  The  company 
currently  has  250  employees. 

Acquisitions/ 

Divestitures 

In  September  1992,  Landmark  acquired  Strategic  Software  Group,  Ltd. 
of  Seattle  (WA). 

• Strategic  Software  is  a supplier  of  UNIX-based  performance 
monitors.  Its  products  include  PROBE/X  and  PROBE/Net. 

• Strategic  Software  had  four  employees  at  the  time  of  the  acquisition. 
Its  operations  have  been  merged  into  Landmark. 

In  March  1993,  Landmark  sold  its  Eyewitness  CICS  fault  diagnosis 
product  to  Compuware  Corporation  of  Farmington  Hills  (MI). 

Key  Products 
and  Services 

Landmark  offers  software  products  for  IBM  mainframes  and 

compatible  computers  and  UNIX-based  systems. 

IBM-based  software  includes  the  following: 

• The  Monitor  for  CICSR,  the  company's  flagship  product,  provides 
real-time  monitoring  of  multiple  CICS  systems  from  a single 
terminal,  and  runs  even  when  CICS  stalls.  It  also  provides  on-line 
tuning  and  debugging,  and  batch  reporting.  The  Monitor  for  CICS  is 
currently  installed  at  over  7,000  sites  worldwide. 

• The  Monitor  for  MVS™  (TMON/MVS),  introduced  in  1989,  is 
designed  for  use  with  expanded  versions  of  MVS.  TMON/MVS 
supports  a number  of  functional  areas  previously  addressed  only  by 
individual  products,  including  real-time  exception  monitoring;  delay 
monitoring;  I/O  subsystem  monitoring;  collection  of  recent 
information;  and  on-line  storage,  collection,  and  reporting  of 
historical  performance  data.  TMON/MVS  is  currently  installed  at 
over  6,000  sites  worldwide. 

• The  Monitor  for  DB2  (TMON  for  DB2),  introduced  in  1990,  is  a 
complete  performance  monitor  for  IBM's  DB2,  providing  real-time, 
recent-past,  and  historical  monitoring  on-line.  The  user  can  monitor 
all  DB2s  on  a network  from  a single  terminal. 

• The  Monitor  for  VTAM  (TMON  for  VTAM),  introduced  in  1991, 
enables  systems  programmers  and  network  managers  to  effectively 
monitor  the  entire  communications  environment  in  detail. 
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and  Sales 


Alliances 


• NaviGraphR  is  a Windows-based,  client/server  performance 
graphical  analysis  tool  that  serves  as  a single  point  of  control  for 
Landmark's  performance  monitors. 

- NaviGraph  accesses  and  defines  data  from  mainframe  products 
and  then  uses  Windows  technology  to  display  the  information  on 
a distributed  workstation  in  a graphical  format. 

- Users  can  graphically  track  multiple  systems-MVS,  DB2,  CICS, 
VSE,  and  VTAM-across  multiple  CPUs,  all  from  one 
workstation  screen. 

• All  Landmark  monitor  products  are  linked  by  NaviGate,  a feature 
for  seamless  interproduct  communication.  With  NaviGate,  the  user 
can  diagnose  problem  areas  in  other  systems  on  the  network  that 
may  be  impacting  the  system  for  which  the  user  is  responsible, 
without  special  knowledge  of  those  systems  or  the  Landmark 
monitor  products. 

New  UNIX-based  products  available  from  Landmark  include  the 

following: 

• PROBE/Net  is  an  on-line  network-wide  performance  manager  for 
HP,  Sun,  and  IBM  systems.  PROBE/Net  delivers  client/server 
management  using  active  agents  on  any  number  of  managed  nodes, 
from  one  or  more  central  management  stations.  PROBE/Net 
supplements  Sun  Connect's  SunNet  Manager  by  providing  answers 
to  performance  issues  down  to  the  process  level. 

• PROBE/X  is  a system-level  performance  monitor  that  includes  over 
20  screens  providing  information  on  disk  I/O,  CPU  utilization, 
memory  utilization,  activity  and  system  configuration,  file  access 
analysis  and  performance  concerns. 


Landmark  markets  its  products  in  the  U.S.  through  a direct  sales  force. 

Landmark  also  has  international  business  partners  (resellers)  in 
Australia,  Austria,  Brazil,  France,  Germany,  Hong  Kong,  Israel,  Italy, 
Japan,  Korea,  Malaysia,  Mexico,  the  Netherlands,  Peru,  Portugal, 
Singapore,  South  Africa,  Spain,  Sweden,  Switzerland,  Thailand,  the 
U.K.,  and  Venezuela. 


Landmark  is  working  with  Tivoli  Systems,  Inc.  and  Sun  Microsystems 
for  its  UNIX  systems  software. 
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• 

In  April  1992,  Landmark  and  LEGENT  signed  a joint  development, 
marketing,  and  support  agreement  for  a suite  of  integrated,  cooperative 
systems  management  tools  and  advanced  performance  monitoring 
systems. 

• LEGENT  has  licensed  Landmark's  NaviGraph  software  to 
accelerate  delivery  of  a data  center  workbench  architecture  that 
cooperatively  integrates  data  from  LEGENT  and  Landmark 
performance  products  and  displays  it  in  a consistent  graphical 
fashion. 

• LEGENT  and  Landmark  will  also  create  advanced  automated 
performance  solutions  by  integrating  Landmark's  TMON  family  of 
systems  monitoring  products  with  LEGENT's  AutoMate  data  center 
automation  products. 

Competitors 

Primary  competitors  include  Candle  and  Boole  & Babbage. 

c 
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COMPANY  PROFILE 


LANDMARK  SYSTEMS 
CORPORATION 

8000  Towers  Crescent  Drive 
Vienna,  VA  22182 
(703)  893-9139 
(800)  227-8911 


Patrick  McGettigan,  Chairman  and  CEO 
Private  Company 
Total  Employees:  250 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $40,000,000 


The  Company  Landmark  Systems  Corporation,  founded  in  1983,  develops  and 

markets  systems  software  products  for  IBM  mainframes.  The 
company's  primary  products  are  performance  monitoring  tools. 

Landmark's  1990  revenue  reached  an  estimated  $40  million,  an 
11%  increase  over  1989  revenue  of  $36  million.  A four-year 
revenue  summary  follows: 

LANDMARK  SYSTEMS  CORPORATION 
FOUR-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

Revenue  (a) 

• Percent  increase 

$40.0 

$36.0 

$27.0 

$18.0 

from  previous  year 

11% 

33% 

50% 

45% 

(a)  Company  estimates. 


Primary  competitors  include  Candle,  Boole  & Babbage,  and  Goal 
Systems. 


Key  Products  and  One  hundred  percent  of  Landmark's  1990  revenue  was  derived 
Services  from  the  sale  of  systems  software  products. 

Landmark's  software  products  are  available  for  IBM  mainframes 
and  compatible  computers  and  include  the  following: 

• The  Monitor  for  CICSR,  the  company's  flagship  product, 

provides  real-time  monitoring  of  multiple  CICS  systems  from  a 
single  terminal,  and  runs  even  when  CICS  stalls.  It  also 
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provides  on-line  tuning  and  debugging,  and  batch  reporting. 
The  Monitor  for  CICS  is  currently  installed  at  nearly  6,000  sites 
worldwide. 

• The  Monitor  for  MVS™  (TMON/MVS),  introduced  in  1989,  is 
designed  for  use  with  expanded  versions  of  MVS. 

TMON/MVS  supports  a number  of  functional  areas  previously 
addressed  only  by  individual  products,  including  real-time 
exception  monitoring;  delay  monitoring;  I/O  subsystem 
monitoring;  collection  of  recent  information;  and  on-line 
storage,  collection,  and  reporting  of  historical  performance 
data.  TMON/MVS  is  currently  installed  at  over  500  sites 
worldwide. 

• The  Monitor  for  DB2  (TMON  for  DB2),  introduced  in  1990,  is 
a complete  performance  monitor  for  IBM's  DB2,  providing 
real-time,  recent-past,  and  historical  monitoring  on-line.  The 
user  can  monitor  all  DB2s  on  a network  from  a single  terminal. 
TMON  for  DB2  is  currently  installed  in  over  100  sites. 

• The  Monitor  for  VTAM  (TMON  for  VTAM),  acquired  from 
Highland  Research,  Inc.  in  December  1990,  will  be  available  in 
the  first  half  of  1991.  TMON  for  VTAM  enables  systems 
programmers  and  network  managers  to  effectively  monitor  the 
entire  communications  environment  in  detail. 

• EyewitnessR  for  CICS,  introduced  in  1988,  reduces  the  time 
required  for  conventional  system  dump  processing.  It  provides 
CICS-oriented  debugging  and  analysis  on-line,  and  an 
interpretation  of  why  CICS  crashed.  As  of  January  1991,  the 
product  was  installed  at  over  800  sites. 

All  Landmark  monitor  products  are  linked  by  NaviGate1M,  a 
feature  for  seamless  interproduct  communication.  With 
NaviGate,  the  user  can  diagnose  problem  areas  in  other  systems 
on  the  network  that  may  be  impacting  the  system  for  which  the 
user  is  responsible,  without  special  knowledge  of  those  systems  or 
the  Landmark  monitor  products. 


Landmark  markets  its  products  across  all  industries  to  users  of 
IBM  hardware  and  strategic  operating  platforms. 
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Approximately  60%  of  revenue  is  derived  from  U.S.  sales  and  40% 
from  international  sources. 

Sales  offices  are  located  in  Vienna  (VA)  and  Los  Angeles  (CA). 
Landmark  also  has  overseas  representatives  marketing  its  products 
in  over  70  countries. 
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COMPANY  PROFILE 


LANDMARK  SYSTEMS 
CORPORATION 

8000  Towers  Crescent  Drive 
Vienna,  VA  22180 
(703)  893-9139 


Patrick  McGettigan,  President 
Private  Company  • 

Total  Employees:  1204- 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $13,000,000* 


* INPUT  estimate 


The  Company  Landmark  Systems  Corporation,  founded  in  1982,  develops  and 

markets  systems  software  products  for  IBM  mainframes.  The 
company's  primary  product  is  The  Monitor  for  CICS™. 

Landmark's  1987  revenue  reached  an  estimated  $13  million,  a 
63%  increase  over  1986  revenue  of  $8  million.  A three-year 
revenue  summary  follows: 


c 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

Revenue  (a) 

$13,000 

$8,000 

$5,000 

• Percent  increase 

from  previous  year 

63% 

60% 

N/A 

(a)  Company  estimates. 


LANDMARK  SYSTEMS  CORPORATION 
THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


Competitors  include  Candle,  Boole  & Babbage,  and  Goal  Systems. 


Key  Products  and  One  hundred  percent  of  Landmark's  1987  revenue  was  derived 
Services  from  systems  software  products. 

The  company's  flagship  product  is  The  Monitor  for  CICS,  which 
provides  realtime  monitoring  of  multiple  CICS  systems  from  a 
single  terminal,  and  runs  even  when  CICS  stalls.  It  also  provides 
on-line  tuning  and  debugging,  and  batch  reporting. 

• The  software  runs  on  IBM  mainframes. 
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• Landmark  sells  its  software  on  a site  license  basis 
(domestically),  regardless  of  the  number  of  CPUs  per  site.  The 
Monitor  for  CICS  is  currently  installed  at  over  3,000  sites 
worldwide. 

Eyewitness  for  CICS,  Landmark's  second  product,  was  introduced 
in  mid- April  of  1988.  The  product  reduces  the  time  required  for 
conventional  system  dump  processing.  It  provides  CICS-oriented 
debugging  and  analysis  on-line,  and  an  interpretation  of  why  CICS 
crashed. 

• Eyewitness  for  CICS  runs  on  IBM  mainframes. 

• As  of  June  30,  1988  the  product  was  installed  at  over  75  sites. 


Landmark  markets  its  products  across  all  industries  to  users  of 
IBM's  CICS. 


Approximately  50%  of  revenue  is  derived  from  the  U.S.  and  50% 
from  international  sources. 

Sales  offices  are  located  in  Vienna  (VA)  and  Los  Angeles  (CA). 
Landmark  also  has  overseas  representatives  marketing  its  products 
in  over  40  countries. 
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LANDMARK  SYSTEMS  CORPORATION 

6551  Loisdale  Court 
Springfield,  VA  22150 
(703)  922-7101 


Patrick  McGettigan,  President 
Private  Company 
Total  Employees:  80+ 

Total  Revenue,  Fiscal  Year  End 
12/31/87:  $8,000,000* 


THE  COMPANY 

• Landmark  Systems  Corporation,  founded  in  1982,  develops  and  markets 
computer  performance  measurement  software  for  IBM  mainframes. 

• Competitors  include  Candle,  Boole  & Babbage,  and  Goal  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Landmark's  1987  revenue  was  derived  from  systems 
software  products. 

• The  company's  primary  product  is  The  Monitor  for  CICS,  which  provides  on- 
line monitoring,  problem  determination  and  resolution,  system  and  application 
debugging  and  tuning,  and  data  management  and  batch  reporting  of  statistics 
for  IBM's  CICS. 

The  software  runs  on  IBM  mainframes. 

Landmark  sells  its  software  on  a site  license  basis,  regardless  of  the 
number  of  CPUs  per  site.  Its  product  is  currently  installed  at  over 
2,200  sites  worldwide. 

INDUSTRY  MARKETS 

• Landmark  markets  its  product  to  clients  across  industries  that  are  users  of 
IBM's  CICS. 

GEOGRAPHIC  MARKETS 

• Approximately  50%  of  revenue  is  derived  from  the  U.S.  and  50%  from  inter- 
national sources. 

• Sales  offices  are  located  in  Gaithersburg  (MD)  and  Los  Angeles.  Landmark 
also  has  between  10  and  15  overseas  agents  marketing  its  product  in  35  coun- 
tries. 


* 


Company  estimate 
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Cross  Industry:  Systems  Software 


Landmark  Systems  Corporation 

6564  Loisdale  Court 
Springfield,  VA  22 1 50 
(703)  922-7101 

CEO:  Patrick  McGettigan,  President 
Private  Company 
Founded:  1982 

Employees:  60 

Revenue  (FYE  1 2/3 1 /85):  $4  million 


The  Company:  Landmark  Systems  Corporation  (Landmark)  develops  and  markets 
computer  performance  measurement  software  for  IBM  mainframes. 
The  company  projects  revenue  will  double  for  1986.  Its  competitors 
include  Candle,  Boole  & Babbage,  and  Goal  Systems. 

Sources  of  Revenue: 

Systems  Software  (100%) 

Key  Products: 

- Systems  Software  Products  (Utilizes  IBM  370,  303X,  308X,  and  43XX  computers) 

• The  Monitor  for  CICS:  On-line  monitoring;  problem  determination  and 

resolution;  system  and  application  debugging  and  tuning;  data  management 
and  batch  reporting  of  statistics  for  IBM's  CICS. 

Target  Industries: 

- The  company's  software  is  intended  for  users  of  CICS 

Geographic  Markets: 

- U.S.  (50%) 

- Non-U.S.  (50%) 

Sales  Offices:  Gaithersburg  (MD)  and  Los  Angeles.  Landmark  has  between  10 

and  15  overseas  sales  agents. 


Other: 

Landmark  sells  its  software  on  a site  license  basis,  regardless  of  the  number  of 
CPUs  per  site.  Its  product  is  installed  at  over  1,500  sites  worldwide. 
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LANGUAGE  TECHNOLOGY  INC. 

27  Congress  Street 
Salem,  MA  01970 
(508)  741-1507 


David  J.  Barber,  President  and  CEO 
Private  Company 
Total  Employees:  52 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $5,000,000* 

‘Company  estimate 


The  Company  Language  Technology  Inc.  was  founded  in  1981  by  Dr.  Eric  Bush, 

a pioneer  in  the  field  of  graph  technology  and  formal  language 
theory.  The  company  provides  computer-aided  software 
engineering  (CASE)  software  products  and  professional  services 
for  restructuring  and  quality  analysis  of  COBOL  programs. 

• Language  Technology  commenced  operations  in  1984  after  Dr. 
Bush  overcame  the  reducibility  problem  of  restructuring 
COBOL  language  and  spent  another  three  years  refining 
RECODER™,  the  company's  first  product. 

• RECODER  processing  was  initially  available  only  as  a service 
through  Language  Technology.  In  1985,  RECODER  became 
available  as  a software  product  for  in-house  use. 

• The  company  targets  the  largest  IBM  mainframe  sites 
worldwide  for  its  products  and  services. 

The  company's  strategy  is  to  market  its  software  re-engineering 
products  through  a direct  sales  force  in  the  U.S.  and  distributors  in 
major  foreign  markets. 

It  is  estimated  that  Language  Technology's  1989  revenue  will  be  $5 
million,  a slight  increase  over  1988  revenue. 

Major  competitors  include  IBM  and  Peat,  Marwick,  Main  & 
Mitchell. 


Key  Products  and  Approximately  95%  of  Language  Technology's  revenue  is  derived 
Services  from  software  product  licenses.  The  remaining  5%  of  revenue  is 

derived  from  professional  services  involving  the  restructuring  of 
COBOL  code. 

Language  Technology's  RECODER  product  automatically 
restructures  a COBOL  program  by  understanding  the  program's 
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control  flow  and  mathematically  simplifying  it  into  functionally 
identical  structured  COBOL. 

• RECODER  can  automatically  recode  any  COBOL  program 
that  is  accepted  by  a compiler,  and  even  some  that  are  not. 

• According  to  industry  experts,  the  structured  code  produced  by 
RECODER  can  reduce  maintenance  costs  by  50%. 

• RECODER  runs  on  IBM  and  compatible  mainframes  under 
DOS,  OS,  and  VM.  The  product  licenses  for  between  $74,500 
and  $149,000. 

• There  are  currently  over  120  clients  that  have  licensed 
RECODER  for  in-house  use  and  150  that  have  contracted  for 
Language  Technology's  RECODER  service. 

INSPECTOR™,  introduced  in  1986,  is  a COBOL  quality  analysis 
tool.  INSPECTOR  uses  established  measurement  criteria  and 
provides  a customization  option  that  allows  the  user  to  measure 
existing  COBOL  systems  against  his  own  in-house  standards  for 
new  COBOL  code  development. 

• INSPECTOR  runs  on  IBM  and  compatible  mainframes  and  is 
priced  from  $14,500  to  $29,500. 

• There  are  currently  52  clients  using  INSPECTOR. 


Target  markets  for  Language  Technology's  products  and  services 
include  large  corporations  in  the  manufacturing,  insurance, 
communications,  financial  services,  and  oil  industries. 

Language  Technology  clients  include  Merrill  Lynch,  Mellon  Bank, 
Federal  Express,  Hartford  Insurance  Group,  Lockheed,  and 
NYNEX. 


Approximately  75%  of  Language  Technology's  revenue  is  derived 
from  the  U.S.  The  remaining  25%  is  derived  from  international 
sources. 

In  addition  to  its  headquarters  in  Salem,  the  company  has  offices 
in  New  York,  New  Jersey,  Washington,  D.C.,  Atlanta,  Chicago, 
and  Los  Angeles. 
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LANGUAGE  TECHNOLOGY  INC. 

27  Congress  Street 
Salem,  MA  01970 
(508)  741-1507 


William  Engel,  President  and  CEO 
Private  Company 
Total  Employees:  52 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $5,000,000 


The  Company  Language  Technology  Inc.  was  founded  in  1981  by  Dr.  Eric  Bush, 

a pioneer  in  the  field  of  graph  technology  and  formal  language 
theory.  The  company  provides  computer-aided  software 
engineering  (CASE)  software  products  and  professional  services 
for  restructuring  and  quality  analysis  of  COBOL  programs. 

• Language  Technology  commenced  operations  in  1984  after  Dr. 
Bush  overcame  the  reducibility  problem  of  restructuring 
COBOL  language  and  spent  another  three  years  refining 
RECODER™,  the  company's  first  product. 

• RECODER  processing  was  initially  available  only  as  a service 
through  Language  Technology.  In  1985,  RECODER  became 
available  as  a software  product  for  in-house  use. 

• The  company  targets  the  largest  IBM  mainframe  sites 
worldwide  for  its  products  and  services. 

The  company's  strategy  is  to  market  its  software  re-engineering 
products  through  a direct  sales  force  in  the  U.S.  and  distributors  in 
major  foreign  markets. 

Language  Technology's  1987  revenue  reached  approximately  $5 
million,  a 40%  increase  over  1986  revenue  of  approximately  $3.6 
million. 

Major  competitors  include  IBM  and  Peat,  Marwick,  Main  & 
Mitchell. 


Key  Products  and  Approximately  95%  of  Language  Technology's  1987  revenue  was 
Services  derived  from  software  product  licenses.  The  remaining  5%  of 

revenue  was  derived  from  professional  services  involving  the 
restructuring  of  COBOL  code. 


November  1988 
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Language  Technology's  RECODER  product  automatically 
restructures  a COBOL  program  by  understanding  the  program's 
control  flow  and  mathematically  simplifying  it  into  functionally 
identical  structured  COBOL. 

• RECODER  can  automatically  recode  any  COBOL  program 
that  is  accepted  by  a compiler,  and  even  some  that  are  not. 

• According  to  industry  experts,  the  structured  code  produced  by 
RECODER  can  reduce  maintenance  costs  by  50%. 

• RECODER  runs  on  IBM  and  compatible  mainframes  under 
DOS,  OS,  and  VM.  The  product  licenses  for  between  $74,500 
and  $149,000. 

• There  are  currently  84  clients  that  have  licensed  RECODER 
for  in-house  use  and  150  that  have  contracted  for  Language 
Technology's  RECODER  service. 

INSPECTOR™,  introduced  in  1986,  is  a COBOL  quality  analysis 
tool.  INSPECTOR  uses  established  measurement  criteria  and 
provides  a customization  option  that  allows  the  user  to  measure 
existing  COBOL  systems  against  his  own  in-house  standards  for 
new  COBOL  code  development. 

• INSPECTOR  runs  on  IBM  and  compatible  mainframes  and  is 
priced  from  $14,500  to  $29,500. 

• There  are  currently  52  clients  using  INSPECTOR. 


Target  markets  for  Language  Technology's  products  and  services 
include  large  corporations  in  the  manufacturing,  insurance, 
communications,  financial  services,  and  oil  industries. 

Language  Technology  clients  include  Merrill  Lynch,  Mellon  Bank, 
Federal  Express,  Hartford  Insurance  Group,  Lockheed,  and 
NYNEX. 


Approximately  75%  of  Language  Technology's  revenue  is  derived 
from  the  U.S.  The  remaining  25%  is  derived  from  international 
sources. 

In  addition  to  its  headquarters  in  Salem,  the  company  has  offices 
in  New  York,  New  Jersey,  Washington,  D.C.,  Atlanta,  Chicago, 
and  Los  Angeles. 
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Lante  Corporation 

President:  Mark  Tebbe 

35  West  Wacker  Drive 
Suite  3200 
Chicago,  IL  60601 

Phone:  (312)236-5100 

Fax:  (312)236-0664 


Status:  Private 

Employees:  60  (12/93) 

Revenue:  $ 5 - $6  million* 

Fiscal  Year  End:  12/31/93 

* INPUT  estimate 

• Lante  has  extensive  experience  in  developing 
systems  related  to  workflow  management, 
customer  service  and  sales  and  marketing 
process  improvement. 

Key  Points 

• Lante  Corporation  is  a professional  services 
firm  that  has  pioneered  applying 

• The  company  has  grown  by  40%  to  60% 
annually  for  the  past  several  years  and  is 
operating  profitably. 

microcomputer  technology  for  productive 
use  in  corporate  environments. 

• The  company’s  business  has  evolved  from 
improving  the  performance  of  individuals  in 
corporations  to  the  implementation  of 
department  and  company-wide  information 

• The  company’s  strategy  includes  developing 
a select  client  base — ideally  from  industry 
leaders  in  the  Fortune  100 — and  maintaining 
ongoing  relationships  with  these  clients. 
Lante  often  performs  projects  for  various 
operating  units  within  one  company. 

systems. 

• Lante  has  successfully  implemented  projects 
for  numerous  Fortune  1000  companies. 
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Company  Description 

Lante  Corporation,  founded  in  1984,  is  an 
information  technology  consulting  firm  that 
specializes  in  the  design  and  development  of 
client/server  business  solutions  for  Fortune  500 
firms  in  a range  of  industries,  including  discrete 
and  process  manufacturing,  health  care, 
telecommunications  and  information 
technology. 

Lante’ s focus  is  on  the  intelligent  application 
of  leading  edge  technologies  to  solve  strategic 
business  problems. 

Lante  has  been  recognized  as  a leader  in 
solution  design  and  development  involving 
SQL  databases,  client/server  technologies, 
group  computing,  enabling  technologies, 
business  process  refinement  and  rapid 
application  development  and  deployment. 

Organization  and  Structure 

Lante  is  headquartered  in  Chicago  and  has 
offices  in  New  York  and  San  Francisco. 

In  addition  to  President  Mark  Tebbe,  key 
officers  include: 

• Marc  Gusmano — Director  of  Technology 

• Jeff  Alvis — Director  of  Consulting 

• Scott  Smaller— VP  of  Finance 

Company  Strategy 

The  original  mission  of  founder  Mark  Tebbe 
was  to  “creatively  apply  microcomputer 
technology  to  address  the  business  problems  of 
today’s  corporations,”  and  this  continues  to 
remain  the  company’s  driving  force. 

Lante’ s business  focus  is  delivering  strategic 
business  solutions , built  with  multiple 
technology  tools , using  a client-focused 


process  and  methodology,  that  improve  the 
business  results  of  its  clients.  The  company’s 
goal  is  to  ensure  that  its  clients  make  money 
through  the  intelligent  application  of 
information  technology. 

• The  solutions  Lante  develops  are  targeted  at 
supporting  a client’s  key  strategic  initiatives, 
oriented  toward  improving  their  ability  to 
serve  customers  more  effectively  and  usually 
involve  process  improvement  and  workflow 
management. 

• Lante’ s client-focused  approach  supports  a 
rapid  application  development  and 
deployment  methodology,  using  prototyping 
early  in  the  process  to  ensure  user  buy-in. 

• By  fully  involving  clients  in  the  project, 

Lante  is  able  to  transfer  its  skills  to  the  client 
team,  giving  the  client  the  ability  to  maintain 
and  support  the  application. 

Lante  seeks  to  maintain  its  competitive  edge 
by  ensuring  that  its  clients  maximize  the  return 
on  their  technology  investments.  This  includes 
identifying  how  the  investment  will  provide  a 
measurable  impact  for  the  client,  using  a 
practical  and  flexible  project  methodology  and 
transferring  technology  skill  to  clients. 

Financials 

INPUT  estimates  Lante’ s 1993  revenue  was 
approximately  $5  to  $6  million.  The 
company’s  revenues  have  increased  by  40%  to 
60%  annually  for  the  past  several  years. 

Lante  management  has  made  a conscious 
effort  to  control  the  company’s  growth  and 
maintain  high-quality  services  and  people. 

It  is  anticipated  that  1994  revenue  will  increase 
by  as  much  as  60%  over  1993  levels. 


Page  2 of  6 


©INPUT  1994.  Reproduction  prohibited. 


Lante  Corporation 
September  1994 


INPUT  Vendor  Profile 


Revenue  Analysis  by  Product/Service 

One  hundred  percent  of  Lante’s  revenue  is 
derived  from  its  consulting,  design  and 
implementation  professional  services. 


Market  Financials 

Lante’s  target  market  is  large,  industry  leading 
companies,  including  the  Fortune  500. 


Geographic  Markets 

Virtually  100%  of  Lante’s  1993  revenue  was 
derived  from  the  U.S. 


The  company  performs  some  work  for 
international  units  of  U.S.  companies.  In  the 
past  Lante  has  done  minimal  work  in  Europe 
and  the  Far  East. 


Employees 

As  of  December  1993,  Lante  had  60 
employees.  INPUT  estimates  the  company 
currently  has  approximately  70  employees, 
segmented  as  follows: 


people,  deliver  an  application  that  improves 
their  business  results. 

• Applications  range  from  departmental 
solutions  to  distributed  applications  that  span 
corporate  and  geographic  boundaries.  These 
applications  typically  include  a GUI  front- 
end,  a SQL  database,  a LAN  and  some 
connection  to  a mainframe  or  midrance 
computer. 

• Lante’s  expertise  across  many  vendors’ 
products  enables  the  company  to  design  and 
implement  cost-effective  solid  solutions  that 
leverage  clients’  existing  technology  base. 

• A summary  of  the  types  of  services, 
applications  and  technologies  used  by  Lante 
is  shown  in  the  exhibit  on  the  following 
page. 

Recent  Projects 

A sample  of  recent  projects  Lante  has  worked 

on  follows: 


Marketing/sales 1 0% 

Project  execution 78% 

General  and  administrative 12% 


100% 

Key  Products  and  Services 

Lante  provides  professional  services  consulting 
in  the  design  and  implementation  of 
client/server  business  solutions. 


Sales  Process  A utomation  and  Customer 
Interface  Systems 

• For  a leading  video  game  manufacturer, 
Lante  developed  a client/server  application 
that  allows  the  sales  force  to  quickly  access  a 
customer’s  sales  history,  review  the  status  of 
a given  sales  order,  enter  sales  orders  and 
track  product  availability. 


Lante  provides  experience  in  business  process 
refinement,  technology  planning  and 
implementation,  user-centered  design  and 
development  and  technology  skills  transfer. 


• The  company  can  help  define  the  nature  of  a 
business  problem,  determine  alternative 
solutions  and,  working  in  a team  approach 
with  the  client’s  business  and  technical 


• For  a leading  personal  computer 
manufacturer,  Lante  helped  design  and 
develop  a database  used  to  communicate  all 
aspects  of  their  sales  opportunities,  including 
maintaining  account  information  such  as 
contacts,  interaction  summaries,  action 
items,  opportunities  and  projects. 
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Exhibit 

Lante  Corporation 


Skills  and  Capabilities 

• Strategic  Systems  Planning 

• Application  Analysis  and  Design 

• Business  Process  Refinement 

• Database  Design  and  Development 

• Application  Downsizing  and  Migration 

• Systems  Integration 

Typical  Applications 

• Sales  Process  Automation 

• Purchasing  and  Order  Management 

• Customer  Service 

• Just-in-Time  Distribution 

• Contract  Management 

• Document  Management 

• Workgroup  and  Workflow  Management 

• Electronic  Data  Interchange 

• Contract  Management 

• Industry-Specific  Operational  Systems 

Technologies  Used 

Front-End  Development  Tools 

• Visual  Basic,  PowerBuilder,  SQL  Windows, 
Fourth  Dimension,  Omnis  7 

Client/Server  Databases 

• Oracle,  Sybase,  Microsoft  SQL  Server,  FoxPro 
and  Access,  Informix,  Ingres 

Operating  Systems 

• Windows,  Windows  NT,  Macintosh,  OS/2,  UNIX 

Groupware  and  Workflow 

• Lotus  Notes;  Action  Technologies  Analyst, 
Builder  and  Manager;  Reach  Inc.  WorkMap  and 
WorkMan;  Quality  Decision  Management; 
Microsoft  EMS 

Host  Connectivity  and  Middleware 

• InfoPump,  MDI  Gateway,  Wall  Data  Rumba  and 
other  tools,  EDA/SQL,  Links  to  AS/400,  DB2, 
Unisys 

Other 

• Microsoft  Office,  Lotus  SmartSuite,  Pen-based 
computing,  mobile  computing 

Lante  Corporation 
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• For  a leading  healthcare  manufacturer,  Lante 
designed  and  built  an  application  to  automate 
the  creation  of  complex  sales  proposals. 


• For  a major  health  care  manufacturer,  Lante 
developed  a custom  application  that  allows 
the  sales  force  to  calculate  the  appropriate 
discount  structure  for  a customer,  based  on 
the  mix  and  quantity  of  products  entered  into 
the  application. 


• For  a major  food  manufacturer,  Lante 
developed  a custom  document  management 
system  to  support  the  development,  storage 
and  presentation  of  15,000  recipes. 

• For  a leader  in  petrochemical  process 
technology,  Lante  assisted  in  formalizing  the 
requirements  of  a new  system  that 
centralized  available  data,  including  plant 
drawings  and  histories. 


• For  a leading  health  care  manufacturer, 
Lante  enhanced  the  order  entry  system  to 
allow  the  manufacturer’s  customers  to  more 
effectively  order  products  and  manage 
inventory. 

• Lante  assisted  a leading  manufacturer’s 
representative  in  expediting  their  largely 
manual  processing  of  purchase  orders  and 
invoices  received  from  clients  by 
downloading  EDI  data  to  a value-added 
network,  then  loading  the  data  into  a 
database. 

Process  Efficiency  and  Effectiveness 

Improvement 

• For  a world  renown  research  hospital,  Lante 
implemented  an  application  that  allows 
nurses  to  quickly  access  a patient’s  history 
and  medical  profile  to  obtain  information 
ranging  from  a patient’s  pharmaceutical 
requirements  to  their  dietary  needs. 


• For  a major  telecommunications  company, 
Lante  is  building  an  application  that 
streamlines  and  consolidates  tax  information 
for  regulated  business  units. 

Information  Technology  Networks  and 

Products 

• Microsoft  asked  Lante  to  construct  an  MS 
Mail  E-mail  network  at  their  annual 
TECH*ED  forum. 

• For  Powersoft,  Lante  created  Lotus  Notes 
and  Novell  Netware  libraries  to  expand 
Powersoft’s  PowerBuilder  capabilities. 

• For  Reach  Corporation,  a leading  producer 
of  workflow  management  software  tools, 
Lante  developed  and  implemented  an 
application  that  enables  Reach  to  record, 
track  and  manage  customer  inquiries. 

Clients 


• For  a major  health  care  manufacturer,  Lante 
developed  a client/server  application  that 
integrates  order  processing,  pricing  and 
inventory  control. 

• For  a major  food  manufacturer,  Lante 
developed  a client/server  application  that 
integrated  their  promotion  planning  and 
promotion  execution  systems. 


Some  of  Lante’ s clients  include  Baxter 
Healthcare,  Kraft,  Compaq,  Sears  Roebuck 
and  Ameritech. 

Marketing  and  Sales 

Lante  markets  its  services  through  a direct 
sales  force,  press  coverage  and  attending 
industry  trade  shows.  The  company  also 
leverages  the  relationships  it  has  with  various 
vendors. 
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Lante  also  has  a high  percentage  of  repeat 
business  with  its  clients. 

Alliances 

Lante  has  built  and  maintained  a number  of 
alliances/partnerships  with  key  industry 
hardware  and  software  vendors,  including  the 
following: 

• Microsoft 

• Lotus 

• Powersoft 

• Gupta 

• Novell 

• Compaq 

• Sybase 

The  company  also  has  various  informal 
relationships  with  emerging  technology 
companies,  including  Reach  Corporation  and 
Symantec. 

Competitors 

Lante’ s competitors  include  the  Big  6 
accounting  firms,  Anatec,  Cambridge 
Technology  Partners,  BSG  Corp.  and  various 
other  regional  firms. 

INPUT  Assessment 

The  company’s  strengths  include: 

• Delivering  to  client  expectations 

• Strong  business  focus  to  complement 
technology  skills 

• Partnership  approach,  resulting  in  mutual 
skills  transfer  with  clients 


• Managing  growth  while  maintaining  high 
quality 

• Continuing  to  compete  successfully  against 
small  and  large  competitors 


• Strong  relationships  with  key  industry 
vendors 

The  company’s  challenges  include. 
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LAWSON  ASSOCIATES  INC. 

1300  Godward  Street 
Minneapolis,  MN  55413-1764 
(612)  379-2633 


H.  Richard  Lawson,  Chairman 
Ken  Holec,  President 
Private  Corporation 
Total  Employees:  380  (5/91) 
Total  Revenue,  Fiscal  Year  End 
5/31/91:  $31,000,000 


The  Company  Lawson  Associates  was  founded  in  1975  by  Richard  Lawson  to 

provide  customized  software  to  businesses.  Currently,  the  company 
offers  applications  and  systems  software  products  as  follows: 

■ The  Lawson  family  of  accounting  and  human  resources 
applications  software  for  midsize,  growing,  and  emerging 
companies 

• The  Lawson  Retail  Management  System 

• The  Lawson  Distribution  Management  System 

• UNIVERSE™/Environmental  systems  software 

• UNIVERSE/CASE  application  generator 

Lawson's  fiscal  1991  revenue  reached  $31.3  million,  a 17%  increase 
over  fiscal  1990  revenue  of  $26.7  million.  A five-year  revenue 
summary  follows: 


LAWSON  ASSOCIATES  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

5/91 

5/90 

5/89 

5/88 

5/87 

Revenue 

• Percent  increase 

$31.3 

$26.7 

$22.5 

$17.3 

$14.0 

from  previous  year 

17% 

20% 

30% 

24% 

17% 

Lawson’s  major  competitors  include  Software  2000,  J.D.  Edwards, 
and  D&B  Software. 
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Approximately  53%  of  Lawson's  fiscal  1991  revenue  was  derived 
from  software  products,  14%  from  installation  services  (including 
consulting  and  conversion  assistance),  and  5%  from  training 
services.  The  remaining  28%  of  revenue  was  derived  from  software 
maintenance  services. 

Lawson  currently  has  over  5,000  software  packages  installed  for 
approximately  1,400  clients. 

Applications  software  products  provided  by  Lawson  include  the 
following: 

• The  Lawson  Accounting  System  includes  general  ledger, 
accounts  payable,  accounts  receivable,  fixed  assets,  and  project 
accounting  components.  The  software  runs  on  IBM  and  Unisys 
mainframes,  IBM  System/38  and  AS/400  midrange  computers, 
and  UNIX/AIX  systems  from  IBM,  Unisys,  Hewlett-Packard, 
DEC,  and  Sequent. 

• The  Lawson  Human  Resources  System  includes  personnel 
administration,  payroll,  and  benefits  applications.  The  software 
runs  on  IBM  and  Unisys  mainframes,  IBM  System/38  and 
AS/400  midrange  computers,  and  UNIX/AIX  systems  from 
IBM,  Unisys,  Hewlett-Packard,  DEC,  and  Sequent. 

• The  Lawson  Retail  Management  System  for  retailers  consists  of 
inventory  management,  purchase  order  management,  receiving 
and  store  transfers,  price  management,  management  inquiry 
reports,  physical  inventory  processing,  open  to  buy,  and  data  base 
integration  with  Lawson  financials.  The  system  runs  on  IBM 
System/38  and  AS/400  computers. 

• The  Lawson  Distribution  Management  System  includes  inventory 
control,  purchase  order,  order  entry/sales  analysis,  and  accounts 
receivable  components.  The  software  runs  on  IBM  and  Unisys 
mainframes,  IBM  System/38  and  AS/400  midrange  computers, 
and  UNIX/AIX  systems  from  IBM,  Unisys,  Hewlett-Packard, 
DEC,  and  Sequent. 

Lawson  provides  the  following  systems  software  products: 

• Lawson  UNIVERSE/Environmental  Systems  assists  computer 
users  in  operating  their  IBM  System/38  and  AS/400  systems  as 
easily  as  an  IBM  personal  computer.  Features  include:  user- 
maintainable  menus,  windows,  screen  navigation,  cursor-sensitive 
help  text,  cursor  control,  on-line  tutorials,  security,  spreadsheet 
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Industry  Markets 


download,  graphics,  job  scheduling,  predefined  report 
distribution,  output  queue  override,  recurring  jobs,  job  streaming, 
and  dictionary  inquiry. 

• Lawson  also  offers  UNIVERSE/Environmental  Systems  for 
Unisys  mainframes  and  UNIX-based  systems. 

• Lawson  UNIVERSE/  CASE  products  run  on  UNIX/Xenix 
systems  and  generate  RPG  III  or  COBOL  code  for  IBM  and 
Unisys  systems. 

- Lawson  UNIVERSE/CASE  allows  for  total  system 
development,  including  definition  of  files  and  file 
relationships,  on-line  screen  file  maintenance,  and  batch 
update  programs. 

- Lawson  UNIVERSE/Report  Writer  is  used  for  creating 
customized  reports  and  screens.  Users  may  then  generate 
source  code  from  the  report  definitions  and  inquiry  screens. 

Support  services  provided  by  Lawson  include  the  following: 

• Training  is  provided  at  either  a Lawson  training  facility,  or  at  the 
client  site. 

• Helpline  support  is  available  to  answer  questions  and  help  clients 
solve  problems  Monday  through  Friday,  8:00  am  - 7:00  pm 
(CST). 

• An  electronic  office  network  is  available  for  users  to  check 
product  training  and  development  schedules.  The  network  also 
allows  users  to  interact. 

• One  year  of  maintenance  service  is  included  with  the  purchase  of 
a Lawson  software  product.  This  includes  all  patches  and 
enhancements  to  the  software. 

■ Optional  services  include  implementation  planning,  application 
consulting,  on-site  training,  technical  consulting,  after-hours 
support,  conversion  services,  and  postimplementation  audits. 


Lawson  derived  most  of  its  fiscal  1991  revenue  from  cross-industry 
applications  software  sales.  Approximately  8%  of  fiscal  1991 
revenue  was  derived  from  Lawson  retail  software  sales. 
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Approximately  97%  of  Lawson's  fiscal  1991  revenue  was  generated 
from  the  U.S.,  and  the  remaining  3%  was  from  Canada,  Europe, 
and  the  Far  East. 

In  addition  to  its  Minneapolis  corporate  headquarters,  Lawson  has 
branch  offices  in  Chicago,  Little  Falls  (NJ),  Bradenton  (FL),  Dallas, 
and  Irvine  (CA).  During  1990,  the  company  opened  an 
international  office  in  the  U.K. 

Lawson  also  has  distributors  in  Canada  and  Australia. 


Lawson  has  IBM  AS/400,  System/38,  and  Unisys  systems  installed 
at  its  headquarters  and  in  various  branch  offices. 
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COMPANY  PROFILE 


LAWSON  ASSOCIATES  INC. 

1300  Godward  Street 
Minneapolis,  MN  55413-1764 
((612)  379-2633 


H.  Richard  Lawson,  Chairman 
Ken  Holec,  President 
Private  Corporation 
Total  Employees:  290  (2/90) 
Total  Revenue,  Fiscal  Year  End 
5/31/89:  $22,500,000 


The  Company  Lawson  Associates  was  founded  in  1975  by  Richard  Lawson  to 

provide  customized  software  to  businesses.  Currently,  the 
company  offers  applications  and  systems  software  products  as 
follows: 

• The  PINSTRIPEr  family  of  accounting  and  human  resources 
applications  software  for  midsize,  growing,  and  emerging 
companies 

• The  IRIS™  Integrated  Retail  Information  System,  acquired 
with  SMS  of  Sarasota  (FL)  in  June  1988 

• PINPOINT™  Integrated  Distribution  Management  System 

• UNIVERSE™  environmental  systems  software 

• MICROID™/ ANDROID™  CASE  tools 

LAWSON  ASSOCIATES  INC. 

THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

5/89 

5/88 

• 5/87 

Revenue 

• Percent  increase 

$22.5 

$17.3 

$14.0 

from  previous  year 

30% 

24% 

17% 

Lawson's  major  competitors  include  J.D.  Edwards  and 
McCormack  & Dodge. 
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Key  Products  and 
Services 


Approximately  56%  of  Lawson's  fiscal  1989  revenue  was  derived 
from  software  products,  14%  from  installation  services  (including 
consulting  and  conversion  assistance),  and  5%  from  training 
services.  The  remaining  25%  of  revenue  was  derived  from 
software  maintenance  services. 

Lawson  currently  has  over  5,000  software  packages  installed  for 
approximately  1,200  clients. 

Applications  software  products  provided  by  Lawson  include  the 
following: 

• Lawson  PINSTRIPE  Accounting  Application  Software  includes 
general  ledger,  accounts  payable,  accounts  receivable,  fixed 
assets,  and  project  accounting  components.  The  software  runs 
on  IBM  and  Unisys  mainframes  and  IBM  System/38  and 
AS/400  midrange  computers. 

• Lawson  PINSTRIPE  Human  Resources  System  includes 
personnel  administration,  payroll,  and  benefits  applications. 

The  software  runs  on  IBM  and  Unisys  mainframes  and  IBM 
System/38  and  AS/400  midrange  computers. 

• Lawson  IRIS  Integrated  Retail  Information  System  for  retailers 
consists  of  inventory  management,  purchase  order 
management,  receiving  and  store  transfers,  price  management, 
management  inquiry  reports,  physical  inventory  processing, 
open  to  buy,  and  data  base  integration  with  Lawson  financials. 
IRIS  runs  on  IBM  System/38  and  AS/400  computers. 

• Lawson  PINPOINT  Integrated  Distribution  System  includes 
inventory  control,  purchase  order,  order  entry/sales  analysis, 
and  accounts  receivable  components.  The  software  runs  on 
IBM  and  Unisys  mainframes  and  IBM  System/38  and  AS/400 
midrange  computers. 

Lawson  provides  the  following  systems  software  products: 

• Lawson  UNIVERSE  assists  computer  users  in  operating  their 
IBM  System/38  and  AS/400  systems  as  easily  as  an  IBM 
personal  computer.  Features  include:  user  maintainable 
menus,  windows,  screen  navigation,  cursor-sensitive  help  text, 
cursor  control,  on-line  tutorials,  security,  spreadsheet  download, 
graphics,  job  scheduling,  predefined  report  distribution,  output 
queue  override,  recurring  jobs,  job  streaming,  and  dictionary 
inquiry. 

• Lawson  also  offers  UNIVERSE  Unisys  for  Unisys  mainframes. 
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• Lawson  ANDROID/MICROID  CASE  products  run  on 
UNIX/Xenix  systems  and  generate  RPG  III  or  COBOL  code 
for  IBM  and  Unisys  systems.  Products  include  the  following: 

- MICROID  Interpretive  is  used  for  creating  customized 
reports  and  screens. 

- MICROID  Generative  is  used  for  generating  source  code 
from  the  report  definitions  and  inquiry  screens  specified  with 
MICROID  Interpretive. 

- ANDROID  allows  for  total  system  development,  including 
definition  of  files  and  file  relationships,  on-line  screen  file 
maintenance,  and  batch  update  programs. 

Support  services  provided  by  Lawson  include  the  following: 

• Training  is  provided  at  either  a Lawson  training  facility,  or  at 
the  client  site. 

• Helpline  support  is  available  to  answer  questions  and  solve 
problems  for  clients. 

• An  electronic  office  network  is  available  for  users  to  check 
product  training  and  development  schedules.  The  network  also 
allows  users  to  interact. 

• One  year  of  maintenance  service  is  included  with  the  purchase 
of  a Lawson  software  product.  This  includes  all  patches  and 
enhancements  to  the  software. 

• Optional  services  include  implementation  planning,  application 
consulting,  on-site  training,  technical  consulting,  after-hours 
support,  conversion  services,  and  postimplementation  audits. 


Industry  Markets  Lawson  derived  most  of  its  fiscal  1989  revenue  from  cross-industry 

applications  software  sales.  Approximately  11%  of  fiscal  1989 
revenue  vas  derived  from  IRIS  retail  software  sales. 


Geographic 

Markets 


Approximately  95%  of  Lawson's  fiscal  1989  revenue  was  generated 
from  the  U.S.,  and  the  remaining  5%  was  from  Canada,  Europe, 
and  the  Far  East. 
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Computer 

Hardware 


In  addition  to  its  Minneapolis  corporate  headquarters,  Lawson  has 
branch  offices  in  Chicago,  Little  Falls  (NJ),  Sarasota  (FL),  Dallas, 
and  Irvine  (CA).  During  1990,  the  company  will  open  an 
international  office  in  the  U.K. 

Lawson  also  has  distributors  in  Canada  and  Australia. 


Lawson  has  the  following  computers  installed: 


• 2 IBM  System/38,  model  700s 

• 1 IBM  AS/400,  model  30 

• 1 IBM  9370,  model  20 

• 2 Unisys  A3-K  dual  processors 
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LAWSON  ASSOCIATES 

2021  E.  Hennepin  Avenue 
Minneapolis,  MN  55413 
(612)  379-2633 


Richard  Lawson,  Chairman 
Ken  Holec,  President 
Private  Corporation 
Total  Employees:  200 
Total  Revenue,  Fiscal  Year  End 
5/31/87:  $14,000,000* 


THE  COMPANY 

• Lawson  Associates  was  founded  in  1975  by  Richard  Lawson,  to  provide  cus- 

ctd'ioct MSOftW°re  t0  busI.nesses.  Currently,  the  company  offers  its  PIN- 
STRIPE family  of  application  software  for  accounting,  human  resources, 
and  procurement  management  and  professional  services  to  a range  of  business, 
industry,  and  government  clients. 

• INPUT  estimates  fiscal  1987  revenue  reached  $14  million,  a 17%  increase  over 
estimated  fiscal  1986  revenue  of  $12  million. 

• As  of  May  31,  1987,  Lawson  had  200  employees. 

• Major  competitors  include  Management  Science  America,  Inc.  and  McCor- 
mack & Dodge  Corporation  (a  subsidiary  of  Dun  & Bradstreet). 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  65%  of  Lawson's  fiscal  1987  revenue  was  derived  from  its 
PINSTRIPE  software  products  and  the  remaining  35%  was  generated  from 
professional  services. 

• Lawson's  PINSTRIPE  family  of  integrated  on-line  software  products  are 
designed  for  IBM  and  Unisys  mainframes  and  IBM  System  38  minicomputers. 

Lawson  was  one  of  the  first  firms  to  offer  IBM  mainframe  users  soft- 
ware applications  for  IBM's  DB2  or  SQL/DS  environments. 

PINSTRIPE  products  include  the  following: 

. PINSTRIPE  Accounting  is  a fully  integrated  package  that  con- 
tains General  Ledger,  Report  Writer,  Ratio  Analysis,  Flexible 
Budgeting,  Cost  Allocations,  Project  Accounting,  Fixed  Assets, 
Accounts  Payable,  and  Accounts  Receivable  modules. 

. PINSTRIPE  Human  Resources  is  a complete  system  developed  to 
help  manage  and  administer  the  human  resource  department. 

* INPUT  estimate 


I of  2 

January  1988 


© 1988  by  INPUT.  Reproduction  Prohibited. 


INPUT 


LAWSON  ASSOCIATES 


The  system  complies  with  COBRA  and  the  new  flex 
benefits  regulations. 

The  package  includes  Payroll,  Personnel,  and  Benefits 
modules. 

. PINSTRIPE  Procurement  Management  package  was  designed  for 
the  distribution  industry  to  keep  track  of  vendors,  requisitions, 
and  the  purchase  order  status.  The  system  contains  Purchase 
Order,  Inventory,  and  Accounts  Payable  products. 

Lawson  has  also  recently  modified  its  Unisys-based  products  for  city, 
county,  and  state  governments. 

In  support  of  its  software  products,  Lawson  provides  education  and  training, 
installation,  conversion,  and  maintenance  services. 

Lawson  provides  professional  services  from  its  Client  Project  Center  located 
in  Dallas.  The  company's  professional  services  include: 

Modifications  of  standard  software  packages  and  associated  mainte- 
nance/support services. 


Customization  of  software. 

INDUSTRY  MARKETS 


• Lawson  derived  most  of  its  fiscal  1987  revenue  from  across  industry. 

• In  fiscal  1987  the  company  started  to  provide  its  software  packages  based  on 
Unisys  mainframes  to  a small  number  of  state  and  local  governments. 

GEOGRAPHIC  MARKETS 


• Approximately  95%  of  the  company's  fiscal  1987  revenue  was  generated  from 
the  U.S.  and  the  remaining  5%  was  from  Canada,  Europe,  and  the  Far  East. 

• Lawson  has  a branch  office  in  Dallas  (TX)  that  specializes  in  custom  software 
projects. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Lawson  has  the  following  computers  installed: 

I IBM  4361-5  DOS/VSE,  VM. 

I IBM  System  38/8. 

I Unisys  A3,  MCP. 

I Unisys  B 1855,  MCP-I. 

I Unisys  B 1985,  MCP-I. 

I Data  General  MV/4000,  AOS/VS. 

I HP  3000-42,  MPE4. 
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Lawson  Software 


Chairman:  John  Cerullo 

President:  H.  Richard  Lawson 

1 300  Godward  Street 
Minneapolis,  MN  55413-3004 
Phone:  (612)379-2633 

(800)  477-1357 
Fax:  (612)379-7141 

Internet:  Http://www.lawson.com 
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Software 


Status:  Private,  Employee  Owned 

Employees:  704(12/95) 

Revenue:  $75,500,000 

Fiscal  Year  End:  5/31/95 


Key  Points 

• Lawson  Software  is  a provider  of  customized 
client/server  business  applications  and 
systems  software  products. 

• Lawson  has  averaged  a compound  annual 
growth  rate  of  17%  over  the  last  five  years 
and  experienced  a 42%  growth  rate  in  fiscal 
1995. 

• The  company’s  strategy  is  to  provide 
enterprise- wide,  client/server  business 


applications  software  to  companies 
worldwide.  Lawson  is  actively  recruiting 
Affiliate  Partners  for  expansion  into 
geographic  markets  not  covered  by  Lawson’s 
direct  sales  force.  Lawson  Affiliate  Partners 
are  now  established  in  Spain,  France, 
Sweden,  the  Netherlands,  South  Africa  and 
the  Czech  Republic.  Lawson’s  European 
headquarters  is  located  in  London  (U.K.). 

• To  further  facilitate  global  expansion, 
Lawson  has  incorporated  worldwide  features 
such  as  currency  conversion  and  language 
translation  into  its  most  recent  product 
releases. 


©INPUT  1996.  Reproduction  prohibited.  VA-96 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners. 


Page  1 of  5 


INPUT  Vendor  Profile 


Company  Description 

Lawson  Software  was  founded  in  1975  by 
Richard  Lawson  to  provide  customized 
software  to  businesses.  Currently,  the 
company  offers  client/server  business 
applications  and  systems  software  products  as 
follows: 

• Lawson  Open  Enterprise  Financial  System 

• Lawson  Open  Enterprise  Human  Resources 
System 

• Lawson  Open  Enterprise  Distribution 
Management  System 

• Lawson  Open  Enterprise  Materials 
Management  System 

• Lawson  UNIVERSE™  Tools,  including: 


- UNIVERSE/Environmental  systems 
software 

- UNIVERSE/4GL  query  and  report  writer 

- UNIVERSE/CASE  application  generator 

- UNIVERSE/LightShip™  Executive 
Information  System 

- UNIVERSE/Data  Entry 

Organization  and  Structure 

In  addition  to  its  Minneapolis  corporate 
headquarters,  Lawson  has  regional  offices  in 
Atlanta  (GA),  Boston  (MA),  Calgary  (Canada), 
Chicago  (IL),  Columbus  (OH),  Dallas  (TX), 
Irvine  and  San  Francisco  (CA),  Little  Falls 
(NJ),  Seattle  (WA)  and  Washington,  D.C. 

Financials 

Lawson’s  fiscal  1995  revenue  reached  $75.5 
million,  a 42%  increase  over  1994  revenue  of 
$53.1  million.  A five-year  revenue  summary 
follows: 


Lawson  Software 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

5/95 

5/94 

5/93 

5/92 

5/91 

Revenue 

$75.5 

$53.1 

$43.5 

$33.8 

$31.3 

• Percent  change  from 
previous  year 

42% 

22% 

29% 

8% 

17% 

Revenue  Analysis  by  Product  / Service 

Approximately  54%  of  Lawson’s  fiscal  1995 
revenue  was  derived  from  software  products 
and  20%  from  installation  services  (including 
consulting  and  conversion  assistance).  The 
remaining  26%  of  revenue  was  derived  from 
software  maintenance  services. 

Market  Financials 

Lawson  derived  most  of  its  1995  revenue  from 
cross-industry  applications  software. 


The  target  market  for  Lawson’s  software  is 
Fortune  2000-sized  cross-industry  accounts, 
with  emphasis  in  the  following  industries: 
health  care,  discrete  manufacturing,  retail, 
process  manufacturing  and  financial  services. 

Geographic  Markets 

Approximately  85%  of  Lawson’s  fiscal  1995 
revenue  was  generated  from  the  U.S.  and  the 
remaining  15%  from  Canada,  Europe  and  the 
Far  East. 
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Employees 

As  of  December  1995,  Lawson  had  704 
employees,  segmented  as  follows: 


Marketing  and  sales 172 

Customer  support 282 

Research  and  development 144 

Computer  operations 27 

International  and 

administrative 79 

704 


Key  Products  and  Services 

Lawson  currently  has  more  than  8,000 
software  packages  installed  for  more  than 
2,100  clients. 

Applications  software  products  are  provided 
by  Lawson  for  IBM  AS/400  midrange 
computers  and  UNIX/AIX  systems  from  IBM, 
Hewlett-Packard,  Sun  Microsystems,  Sequent, 
Unisys  and  Digital  and  include  the  following: 

• The  Lawson  Open  Enterprise  Financial 
System  includes  the  following  packages: 
General  Ledger,  Accounts  Payable,  Accounts 
Receivable,  Fixed  Assets  and  a Projects 
System. 

• The  Lawson  Open  Enterprise  Human 
Resources  System  includes  Payroll, 
Personnel  and  Benefits  applications. 

• The  Lawson  Open  Enterprise  Distribution 
Management  System  includes  Inventory 
Control/DRP,  Purchase  Order,  Order 
Entry/Sales  Analysis,  Demand  Forecasting 
and  Accounts  Receivable  packages. 

• The  Lawson  Open  Enterprise  Materials 
Management  System  is  an  enterprise-wide 
client/server  solution  that  includes  full- 
featured  Inventory  Control,  Purchase  Order 
and  Requisitions  modules.  This  system 
enables  organizations  to  track  the  internal 


movement  of  supplies  to  ensure  maximum 
return  on  investment. 

Lawson  provides  the  following  systems 

software  and  productivity  tools: 

• Lawson  UNIVERSE/Environmental  System 
assists  users  in  operating  their  IBM  AS/400 
systems  as  easily  as  an  IBM  PC.  Features 
include  user-maintainable  menus,  windows, 
screen  navigation,  cursor-sensitive  help  text, 
cursor  control,  on-line  tutorials,  security, 
spreadsheet  download,  graphics,  job 
scheduling,  predefined  report  distribution, 
output  queue  override,  recurring  jobs,  job 
streaming  and  dictionary  inquiry.  It 
includes  Lawson  UNIVERSE/4GL,  which  is 
used  for  query  and  report-writing  purposes. 
Users  can  create  customized  reports  and 
screens  and  may  then  generate  source  code 
from  the  report  definitions  and  inquiry 
screens. 

• Lawson  also  offers 
UNIVERSE/Environmental  Systems  for 
UNIX-based  systems. 

• Lawson  UNIVERSE/CASE  products  run  on 
UNIX/Xenix  systems  and  generate  C,  C++, 
RPG  400  or  COBOL  code  for  IBM  and  UNIX 
systems.  Lawson  UNIVERSE/CASE  allows 
for  total  system  development,  including 
definition  of  files  and  file  relationships,  on- 
line screen  file  maintenance  and  batch 
update  programs. 

• The  Lawson  UNIVERSE/LightShip 
Executive  Information  System  allows 
managers  to  receive  information  on  a 
personalized  format  that  automatically 
highlights  exceptions  and/or  variances  and 
allows  them  to  “drill  down”  to  supporting 
dimensions  of  data  to  find  the  cause  of  the 
variance. 
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• Lawson  UNIVERSE/Data  Entry  allows 
remote  date  entry  of  timecards,  general 
ledger  journal  entries,  budget  maintenance, 
accounts  payable  invoice  entry  and  employee 
master  maintenance. 

Support  services  provided  by  Lawson  include 

the  following: 

• An  assigned  client  account  executive  (CAE) 
to  help  facilitate  communications  between 
Lawson  and  each  client.  The  CAE  helps 
clients  get  the  most  from  their  Lawson 
software  applications. 

• Training  is  provided  at  either  a Lawson 
training  facility  or  at  the  client  site. 

• Helpline  support  is  available  to  answer 
questions  and  help  clients  solve  problems 
Monday  through  Friday,  7:00  a.m.  to  7:00 
p.m.  (CST).  Additional  after-hours  support 
is  available  through  the  use  of  Lawson 
Service  Credits. 

• An  electronic  office  network  is  included  with 
the  purchase  of  a Lawson  software  product. 
The  network  allows  users  to  interact.  Users 
may  communicate  with  Lawson  to  find  out 
the  status  of  applications  and  enhancements 
they  have  requested  through  the  network. 
Program  patch  letters  are  communicated 
through  this  network  as  well. 

• Six  months  of  maintenance  services  are 
included  with  the  purchase  of  a Lawson 
software  product.  This  includes  helpline 
support  (technical  and  application)  through 
telephone,  Internet,  fax  and  voice-mail,  all 
patches  and  enhancements  to  the  software, 
upgrades  and  user/system  documentation 
(on-line). 

• Optional  services  include  implementation 
planning,  application  consulting,  on-site 
training,  technical  consulting,  after-hours 


support,  conversion  services  and  post- 
implementation audits.  Clients  may 
purchase  service  credits  and  apply  them 
toward  any  of  these  optional  services. 

Clients 

Lawson  clients  include:  American  Hospital 
Association,  Arrow  Electronics,  Bristol-Myers 
Squibb,  British  Telecom  Marine  Ltd.,  Chanel, 
Inc.,  Diamond  Shamrock,  Kinko’s  Copy 
Centers,  Lloyds  Bank  pic,  Nestle  Foods  and 
Sears  Roebuck  & Company. 

Marketing  and  Sales 

Lawson  markets  its  products  and  services  in 
the  U.S.,  Canada  and  the  U.K.  through  a 
direct  sales  force  of  approximately  120 
employees. 

Lawson  Affiliate  Partners  market  Lawson’s 
products  in  geographic  markets  not  covered  by 
Lawson’s  direct  sales  force  (Sweden,  France, 
Spain,  the  Netherlands,  South  Africa  and  the 
Czech  Republic). 

Alliances 

Lawson  Software  has  alliances/partnerships 
with  various  vendors  as  follows: 

• Hardware  Partners — Hewlett-Packard,  IBM, 
Digital,  Sun  Microsystems,  Sequent,  Unisys 
and  SCO 

• Database  Partners — Sybase,  Oracle, 

Informix  and  IBM  (DB/2) 

• Big  Six  Partners — Deloitte  & Touche  LLP, 
Price  Waterhouse  LLP,  KPMG  Peat 
Marwick  LLP  and  Andersen  Consulting 

• Channel  Partners  / Regional  Consulting 
Firms — Richard  A.  Eisner  (New  York),  CTS 
(Atlanta),  Spectrum  Group  (Dallas),  Grant 
Thornton  (Dallas),  ESP  (Minneapolis),  NET 


Page  4 of  5 


©INPUT  1996.  Reproduction  prohibited. 


Lawson  Software 
February  1 996 


INPUT  Vendor  Profile 


Force/MTI  (Minneapolis)  and  CMD  Systems 
(Charlotte) 

• Affiliate  Partners — Maldata  AB  (Sweden), 
SG2  (France),  Eniac  Open  Software  (the 
Netherlands),  CINSA  (Spain),  SPL  (South 
Africa),  and  FastCom  (the  Czech  Republic). 

During  1994  and  1995,  Lawson  received 
awards  and  accolades  from  some  of  its  alliance 
partners,  including  IBM  and  Price 
Waterhouse  LLP. 

Third  party  software  suppliers  to  Lawson 
Software  include: 

• AVP  Systems — Sales/use  tax  software 

• Borland  ReportSmith — Report  writing  tool 

• Bottomline  Technologies — Laser  forms 
printing 

• BSI — Payroll  tax  software 

• Dytec — Barcode  and  radio  frequency 
products 

• Grant  Thornton — Modification  and  business 
practice 

• Kronos — Time  clock  systems  and  software 

• Lucas-Bear — Demand  forecasting  software 

• MHC  Associates — Business  forms  vendor 

• Premenos— Electronic  data  interchange 

• Proactive  Systems — “Fantasia”  laser  forms 
printing 

• Vertex — Sales  tax  software 

• Wallace — Business  forms  vendor 

Competition 

Lawson’s  major  competitors  in  the  UNIX 
environment  include  Oracle,  SAP  and 
PeopleSoft. 

Major  competitors  in  the  IBM  AS/400 
environment  include  J.D.  Edwards  and 
Software  2000. 


INPUT  Assessment 

Lawson  Software’s  strengths  include: 

• Extensive  experience  with  mainframe, 
midrange  and  open  systems,  giving  Lawson 
an  advantage  over  other  vendors  that  may 
be  embracing  client/server  and  open  systems 
for  the  first  time. 

• A commitment  to  openness— in  hardware 
platforms  supported;  multiple  relational 
database  management  systems  (Sybase, 
Oracle  and  Informix);  and  an  open  licensing 
policy  (which  allows  clients  to  migrate  to  any 
Lawson-supported  platform  without 
incurring  additional  license  fees). 

• A unique  three-tiered  client/server 
architecture  that  allows  the  customer  to 
choose  the  most  effective  place  for  each 
portion  of  the  data  (Presentation  Manager, 
Application  Logic  and  Enterprise  Server  or 
database). 

Challenges  over  the  coming  year  include: 

• Implementation  of  the  Lawson  alternative 
channel  strategy,  the  Lawson  Global 
Alliance  Integrated  Network™  (GAIN),  to 
further  Lawson’s  global  penetration 

• The  rapid  growth  in  revenue  has  increased 
Lawson’s  need  for  highly  qualified  service 
professionals  to  help  implement  systems  and 
train  users  at  new  client  sites.  Lawson  is 
actively  hiring  and  training  these  qualified 
service  professionals  to  maintain  high 
standards  of  client  satisfaction. 

• Overcoming  Lawson’s  image  as  a “low-key” 
company.  In  1995,  Lawson  embarked  on  an 
aggressive  advertising  and  public  relations 
program  to  make  the  company  more  well 
known  in  the  marketplace. 
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T m ' X 

Software 

Status:  Private,  Employee-Owned 

Employees:  580  (12/94) 

Revenue:  $70,000,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Lawson’s  client/server  products  are  strategically 
positioned  in  the  current  trend  toward  downsizing, 
with  products  available  for  IBM  AS/400  and 
UNIX/AIX  systems. 

• Lawson  has  averaged  a compound  annual  growth 
rate  of  1 8%  over  the  last  five  years.  In  its  current 
fiscal  year,  Lawson  is  experiencing  1 00%  growth 
over  last  year. 

• The  company’s  strategy  is  to  provide  enterprise- 
wide, client/server  business  applications  software 


to  companies  worldwide.  Lawson  is  actively 
recruiting  Affiliate  Partners  for  expansion  into 
geographic  markets  not  covered  by  Lawson’s  direct 
sales  force.  Lawson  Affiliate  Partners  are  now 
established  in  Spain  France,  Sweden  and  The 
Netherlands.  Lawson’s  European  headquarters  is 
located  in  London  (U.K.). 

• To  further  facilitate  global  expansion,  Lawson  has 
incorporated  worldwide  features  such  as  currency 
conversion  and  language  translation  into  its  most 
recent  product  releases. 

• In  1994,  Lawson  announced  a new  focused 
marketing  strategy  designed  to  take  advantage  of 
Lawson’s  product  functionality  for  the  health  care 
materials  management  marketplace.  An 
examination  of  Lawson’s  customer  base  indicated 
a high  percentage  of  health  care  organizations 


INPUT  1995  Reproduction  prohibited 


VAED 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners. 


Page  1 of  5 


INPUT  Vendor  Profile 


using  Lawson’s  enterprise-wide  applications  to 
help  control  their  costs.  During  1995,  Lawson  will 
further  penetrate  this  niche  market  domestically, 
while  continuing  to  provide  full-featured,  cross 
industry  products  globally. 

Company  Description 

Lawson  Software  was  founded  in  1975  by  Richard 
Lawson  to  provide  customized  software  to 
businesses.  Currently,  the  company  offers 
client/server  business  applications  and  systems 
software  products  as  follows: 

• Lawson  Accounting  System 

• Lawson  Human  Resources  System 

• Lawson  Distribution  Management  System 

• Lawson  Materials  Management  System 

• Lawson  UNIVERSE™  Tools,  including 


- UNIVERSE/Environmental  systems  software 

- UNIVERSE/4GL  query  and  report  writer 

- UNI  VERSE/CASE  application  generator 

- UNIVERSE/LightShip™  Executive  Information 
System 

- UNIVERSE/Data  Entry 

Organization  and  Structure 

In  addition  to  its  Minneapolis  corporate  headquarters, 
Lawson  has  regional  offices  in  Atlanta  (GA),  Boston 
(MA),  Chicago  (IL),  Dallas  (TX),  Irvine  and  San 
Francisco  (CA),  Little  Falls  (NJ),  Seattle  (WA)  and 
Washington,  D.C. 

During  1994,  the  company  opened  an  office  in 
Toronto  (Canada)  and  expanded  its  international 
office  in  London  (U.K.) 

Financials 

Lawson’s  1994  revenue  reached  $70  million,  a 77% 
increase  over  1993  revenue  of  $39.6  million. 

A five-year  revenue  summary  follows: 


Lawson  Software 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$70.0 

$39.6 

$32.3 

$31.3 

$26.7 

• Percent  change  from 
previous  year 

77% 

23% 

3% 

17% 

20% 

Revenue  Analysis  by  Product/Service 
Approximately  53%  of  Lawson’s  1994  revenue  was 
derived  from  software  products  and  1 7%  from 
installation  services  (including  consulting  and 
conversion  assistance).  The  remaining  30%  of 
revenue  was  derived  from  software  maintenance 
services. 


Market  Financials 

Lawson  derived  most  of  its  1994  revenue  from  cross- 
industry applications  software. 

The  target  market  for  Lawson’s  software  is  Fortune 
2000-sized,  cross-industry  accounts,  with  emphasis  in 
the  following  industries — health  care,  discrete 
manufacturing,  retail,  process  manufacturing  and 
financial  services. 
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Geographic  Markets 

Approximately  94%  of  Lawson’s  1994  revenue  was 
generated  from  the  U.S.  and  the  remaining  6%  from 
Canada,  Europe  and  the  Far  East. 

Employees 

As  of  December  1994,  Lawson  had  580  employees, 
segmented  as  follows: 


Marketing  and  sales 108 

Customer  support 75 

Research  and  development 60 

Computer  operations 1 5 

General  and  administrative 322 

580 


• The  company  currently  has  more  than  600 
employees. 

Key  Products  and  Services 

Lawson  currently  has  more  than  8,000  software 
packages  installed  for  approximately  2,000  clients. 

Applications  software  products  provided  by  Lawson 
for  IBM  AS/400  midrange  computers  and  UNIX/AIX 
systems  from  IBM,  Hewlett-Packard  and  others 
include  the  following: 

• The  Lawson  Accounting  System  includes  the 
following  packages — General  Ledger,  Accounts 
Payable,  Accounts  Receivable,  Fixed  Assets  and  a 
Projects  System. 

• The  Lawson  Human  Resources  System  includes 
Payroll,  Personnel  and  Benefits  applications. 

• The  Lawson  Distribution  Management  System 
includes  Inventory  Control/DRP,  Purchase  Order, 
Order  Entry/Sales  Analysis,  Demand  Forecasting, 
and  Accounts  Receivable  packages. 

• The  Lawson  Materials  Management  System  is  an 
enterprise-wide  client/server  solution  that  includes 
full-featured  Inventory  Control,  Purchase  Order 
and  Requisitions  modules.  This  system  enables 


organizations  to  track  the  internal  movement  of 
supplies  to  ensure  maximum  return  on  investment. 

Lawson  provides  the  following  systems  software  and 

productivity  tools: 

• Lawson  UNIVERSE/Environmental  System  assists 
users  in  operating  their  IBM  AS/400  systems  as 
easily  as  an  IBM  PC.  Features  include  user- 
maintainable  menus,  windows,  screen  navigation, 
cursor-sensitive  help  text,  cursor  control,  on-line 
tutorials,  security,  spreadsheet  download,  graphics, 
job  scheduling,  predefined  report  distribution, 
output  queue  override,  recurring  jobs,  job 
streaming  and  dictionary  inquiry.  It  includes 
Lawson  UNIVERSE/4GL  which  is  used  for  query 
and  report  writing  purposes.  Users  can  create 
customized  reports  and  screens  and  may  then 
generate  source  code  from  the  report  definitions 
and  inquiry  screens. 

• Lawson  also  offers  UNIVERSE/Environmental 
Systems  for  UNIX-based  systems. 

• Lawson  UNIVERSE/CASE  products  run  on 
UNIX/Xenix  systems  and  generate  C,  C++,  RPG 
400  or  COBOL  code  for  IBM  and  UNIX  systems. 
Lawson  UNIVERSE/CASE  allows  for  total  system 
development,  including  definition  of  files  and  file 
relationships,  on-line  screen  file  maintenance  and 
batch  update  programs. 

• Lawson  UNIVERSE/LightShip  Executive 
Information  System  allows  managers  to  receive 
information  on  a personalized  format  that 
automatically  highlights  exceptions  and/or 
variances  and  allows  them  to  “drill  down”  to 
supporting  dimensions  of  data  to  find  the  cause  of 
the  variance. 

• Lawson  UNIVERSE/Data  Entry  allows  remote 
date  entry  of  timecards,  general  ledger  journal 
entries,  budget  maintenance,  accounts  payable 
invoice  entry  and  employee  master  maintenance. 
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Support  services  provided  by  Lawson  include  the 
following: 

• An  assigned  client  account  executive  (CAE)  to 
help  facilitate  communications  between  Lawson 
and  each  client.  The  CAE  helps  clients  get  the 
most  from  their  Lawson  software  applications. 

• Training  is  provided  at  either  a Lawson  training 
facility  or  at  the  client  site. 

• Helpline  support  is  available  to  answer  questions 
and  help  clients  solve  problems  Monday  through 
Friday,  8:00  a.m.  to  7:00  p.m.  (CST).  Additional 
after-hours  support  is  available  through  the  use  of 
Lawson  Service  Credits. 

• An  electronic  office  network  is  included  with  the 
purchase  of  a Lawson  software  product.  The 
network  allows  users  to  interact.  Users  may 
communicate  with  Lawson  to  find  out  the  status  of 
applications  and  enhancements  they  have  requested 
through  the  network.  Program  patch  letters  are 
communicated  through  this  network  as  well. 

• Six  months  of  maintenance  services  are  included 
with  the  purchase  of  a Lawson  software  product. 
This  includes  helpline  support  (technical  and 
application),  all  patches  and  enhancements  to  the 
software,  upgrades  and  user/system  documentation 
(on-line). 

• Optional  services  include  implementation  planning, 
application  consulting,  on-site  training,  technical 
consulting,  after-hours  support,  conversion 
services,  and  post-implementation  audits.  Clients 
may  purchase  service  credits  and  apply  them 
toward  any  of  these  optional  services. 

Clients 

A sample  of  Lawson  clients  include — American 
Hospital  Association,  Arrow  Electronics,  Bristol- 
Myers  Squibb,  British  Telecom  Marine  Ltd.,  Chanel 
Inc.,  Diamond  Shamrock,  Kinko’s  Copy  Centers, 
Lloyds  Bank  PLC,  Nestle  Foods  and  Sears  Roebuck 
& Company. 


Marketing  and  Sales 

Lawson  markets  its  products  and  services  in  the  U.S., 
Canada  and  the  U.K.  through  a direct  sales  force  of 
approximately  80  employees. 

Lawson  Affiliate  Partners  market  Lawson’s  products 
in  geographic  markets  not  covered  by  Lawson’s 
direct  sales  force  (Sweden,  France,  Spain  and  The 
Netherlands). 

Alliances 

Lawson  Software  has  alliances/partnerships  with 
various  vendors  as  follows: 

• Hardware  Partners — Hewlett-Packard,  IBM,  DEC, 
Sun  Microsystems,  Sequent,  Unisys  and  SCO 

• Database  Partners — Sybase,  Oracle,  Informix  and 
IBM  (DB/2) 

• Big  Six  Partners — Deloitte  & Touche  LLP,  Price 
Waterhouse  LLP,  KPMG  Peat  Marwick  LLP  and 
Andersen  Consulting 

• Channel  Partners/Regional  Consulting 
Firms — Richard  A.  Eisner  (New  York),  CTS 
(Atlanta),  Spectrum  Group  (Dallas),  Grant 
Thornton  (Dallas),  ESP  (Minneapolis),  NET 
Force/MTI  (Minneapolis)  and  CMD  Systems 
(Charlotte) 

• Affiliate  Partners — Maldata  AB  (Sweden),  SG2 
(France),  Eniac  Open  Software  (The  Netherlands) 
and  Consulting  Informatics,  SA  (Spain) 

Third  party  software  suppliers  to  Lawson  Software 
include: 

• AVP  Systems — Sales/use  tax  software 

• Borland  ReportSmith— Report  writing  tool 

• Bottomline  Technologies— Laser  forms  printing 

• BSI — Payroll  tax  software 

• Dytec — Barcode  and  radio  frequency  products 

• Grant  Thornton — Modification  and  business 
practice 

• Kronos — Time  clock  systems  and  software 
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• Lucas-Bear — Demand  forecasting  software 

• MHC  Associates — Business  forms  vendor 

• Premenos — Electronic  data  interchange 

• Proactive  Systems — “Fantasia”  laser  forms  printing 

• Vertex — Sales  tax  software 

• Wallace — Business  forms  vendor 

Competition 

Lawson’s  major  competitors  in  the  UNIX 

environment  include  Oracle,  SAP  and  PeopleSoft. 

Major  competitors  in  the  IBM  AS/400  environment 

include  J.D.  Edwards  and  Software  2000. 

INPUT  Assessment 

Lawson  Software’s  strengths  include: 

• Extensive  experience  with  mainframe,  midrange 
and  open  systems,  giving  Lawson  an  advantage 
over  other  vendors  that  may  be  embracing 
client/server  and  open  systems  for  the  First  time. 

• A commitment  to  openness — in  hardware 
platforms  supported;  multiple  relational  database 
management  systems  (Sybase,  Oracle  and 
Informix);  and  an  open  licensing  policy  (which 
allows  clients  to  migrate  to  any  Lawson-supported 
platform  without  incurring  additional  license  fees). 

• A unique  three-tiered  client/server  architecture  that 
allows  the  customer  to  choose  the  most  effective 
place  for  each  portion  of  the  data  (Presentation 
Manager,  Application  Logic  and  Enterprise  Server 
or  database). 

Challenges  over  the  coming  year  include: 

• Implementation  of  the  Lawson  alternative  channel 
strategy,  the  Lawson  Global  Alliance  Integrated 
Network™  (GAIN)  to  further  Lawson’s  global 
penetration. 

• Rapid  growth  in  revenues  have  also  increased 
Lawson’s  need  for  highly  qualified  service 
professionals  to  help  implement  systems  and  train 
users  at  new  client  sites.  Lawson  is  actively  hiring 


and  training  these  qualified  service  professionals  to 
maintain  high  standards  of  client  satisfaction. 

• Overcoming  Lawson’s  image  as  a “low-key” 
company.  In  1995,  Lawson  is  embarking  on  an 
aggressive  advertising  and  public  relations  program 
to  make  the  company  more  well-known  in  the 
marketplace. 
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LEARNING  GROUP 
INTERNATIONAL,  INC. 

6053  West  Century  Boulevard  #200 

P.O.  Box  45028 

Los  Angeles,  CA  90045 

Phone:  (310)417-9700 

Fax:  (310)645-4762 


Chairman  & CEO:  Dr.  David  Collins 

President:  Eric  Garen 

Total  Employees:  300 

Total  Revenue:  $52,678,000 

Fiscal  Year  End:  9/30/92 


Company  Learning  Group  International  (formerly  Learning  Tree  International), 

Description  founded  in  1974,  provides  education  and  training  services  in  advanced 

technology.  Course  offerings  cover  areas  such  as  open 
systems/networking,  programming,  local-area  networking,  data 
communications,  telecommunications,  PCs,  Windows,  OS/2,  data 
bases,  and  software  and  project  management. 

Learning  Group  has  over  $6  million  invested  in  state-of-the-art  course 
equipment  and  worldwide  education  centers. 

During  1992,  Learning  Group  provided  training  to  over  40,000 
professionals.  To  date,  the  company  has  trained  more  than  400,000 
professionals  worldwide. 


Financials  Learning  Group's  fiscal  1992  revenue  was  nearly  $52.7  million, 

compared  to  fiscal  1991  revenue  of  $52.2  million.  A three-year  revenue 
summary  follows: 


LEARNING  GROUP  INTERNATIONAL,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

9/92 

9/91 

9/90 

Revenue 

• Percent  increase 

$52.7 

$52.2 

$49.4 

from  previous  year 

1% 

6% 

N/A 
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Employees 


Key  Products  and 
Services 


Learning  Group  currently  employs  approximately  300  full-time 
employees  in  the  areas  of  administration,  sales,  product  development, 
and  marketing.  In  addition,  there  are  industry  consultants  who  actually 
teach  and  prepare  the  courses. 


Learning  Group  provides  education  and  training  services  to  a wide 
range  of  industries,  including  aerospace,  defense,  communications, 
computers,  electronics,  finance,  petrochemicals,  utilities,  and  others. 

Learning  Group  provides  4-day  advanced  technical  and  management 
training  courses  throughout  the  U.S.  and  Canada.  Courses  are  held 
continuously  throughout  North  America  at  Learning  Group  training 
centers,  at  hotel/motel  facilities,  and  at  client  sites.  Courses  generally 
range  in  price  from  $1,745  to  $1,995. 

Learning  Group  offers  over  40  courses,  including  the  following: 

• Advanced  PC  Configuration,  Troubleshooting  and  Data  Recovery 

• Applying  Artificial  Intelligence 

• C Advanced  Programming:  Techniques  and  Data  Structures 

• C Programming  Hands-On  Workshop 

• C+  + Hands-On  Object-Oriented  Programming 

• Computer  Graphics 

• Computer  Network  Architectures  and  Protocols 

• Digital  Signal  Processing:  Techniques  and  Applications 

• Effective  Skills  for  Technical  Managers 

• Finance  for  Non-Financial  Managers 

• Hands-On  Datacomm  and  WAN  Troubleshooting 

• Hands-On  Network  Implementation  and  Protocol  Analyzer 
Workshop 

• Hands-On  Novell  Networking 

• Hands-On  PC  Configuration  and  Troubleshooting 

• Hands-On  PC  Networking 

• Hands-On  SQL:  A Relational  Database  Workshop 

• Hands-On  TCP/IP  Internetworking 

■ Hands-On  UNIX  in  C:  Systems  and  Applications  Programming 

• Hands-On  UNIX  Networking 

• Hands-On  UNIX  System  and  Network  Administration 

• Hands-On  Windows  Programming 

• Hands-On  Windows  NT  Systems  & Application  Programming  (New) 

• Hands-On  X.25 

• Identifying  and  Configuring  User  Requirements 

• Image  Processing  and  Machine  Vision 

• Implementing  Client/Server  Systems  (New) 

• Influence  Skills 

• Internetworking:  Bridges,  Routers,  and  Gateways 
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• Introduction  to  Datacomm  and  Networks 

• Introduction  to  Fiber-Optic  Communications 

• Introduction  to  ISDN 

• Introduction  to  Open  Systems  (New) 

• Introduction  to  Telecommunications 

• LAN  Cabling  Design  and  Installation 

• LAN  Troubleshooting 

• Local-Area  Networks:  Implementation  and  Configuration 

• Managing  PC  Networks 

• Microprocessor  Software,  Hardware  and  Interfacing:  Hands-On 
Introduction 

• Multivendor  Networking 

• Network  Planning,  Support,  and  Management 

• Object-Oriented  Analysis  and  Design 

• OS/2:  A Comprehensive  Hands-On  Introduction 

• Project  Management  II 

• Project  Management:  Skills  for  Success 

• Real-Time  Programming:  A Hands-On  C Workshop 

• Real-Time  Structured  Analysis  and  Design 

• Relational  Databases:  Design,  Tools,  and  Techniques 

• Skills  for  High  Personal  Performance 

• Software  Project  Management  Tools  and  Techniques 

• Software  Quality  Assurance  and  Testing 

• Software  Systems  Analysis  and  Design:  Methods  and  Tools 

• Systems  Engineering 

• UNIX  Hands-On  Workshop 

• Windows  NT:  A Comprehensive  Hands-On  Workshop 

• X Window  System  Programming:  A Hands-On  C Workshop 

These  courses  may  be  presented  in  a variety  of  ways,  including  live 
classroom  instruction,  multimedia,  small  team  workshops,  and  video- 
based  classes. 

Learning  Group  will  also  provide  customized  classes. 


Industry  Markets 


Geographic 

Markets 


Learning  Group  targets  its  educational  services  to  cross-industry 
clients,  including  Fortune  1000  companies,  and  the  federal  government. 


INPUT  estimates  approximately  50%  of  Learning  Group's  revenue  is 
derived  from  the  U.S.  and  50%  from  Canada,  Sweden,  France,  the 
U.K.,  and  other  international  sources. 


Learning  Group  has  eight  Education  Centers  in  Washington,  D.C., 
Boston,  Los  Angeles,  Toronto,  Ottawa,  London,  Paris,  and  Stockholm. 
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LEARNING  TREE 
INTERNATIONAL,  INC. 

6053  West  Century  Boulevard 
P.  O.  Box  45383 
Los  Angeles,  CA  90045-0383 
(213)  417-9700 


Dr.  David  Collins,  President 

Private  Corporation 

Total  Employees:  250  (12/89) 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $43,000,000* * 

*INPUT  estimate 


The  Company  Learning  Tree  International,  Inc.,  formerly  Integrated  Computer 

Systems  Publishing  Co.,  Inc.,  was  founded  in  1974  to  provide 
training  in  advanced  technology.  Course  offerings  include 
computers,  communications,  electronics  and  management 
technology. 

INPUT  estimates  total  fiscal  1989  revenue  at  $43  million. 

Learning  Tree  employs  approximately  250  full-time  employees  in 
the  areas  of  administration,  sales,  product  development,  and 
marketing.  In  addition,  there  are  approximately  350  industry 
consultants  who  actually  teach  and  prepare  the  courses. 


Key  Products  and  Learning  Tree  provides  education  and  training  services  to  a wide 
Services  range  of  industries,  including  aerospace,  defense,  communications, 

computers,  electronics,  finance,  petrochemicals,  utilities,  and 
others. 

Three  major  courses  of  study  are  offered,  as  follows: 

• Networks,  data  communications  and  telecommunictions  courses 
include  Datacomm  & Networks,  Local-Area  Networks, 
Computer  Networks,  Security,  and  Voice  & Data 
Communications. 

• Software  development  and  systems  courses  include 
Management  & Systems,  Software  Engineering,  Languages  & 
Operating  Systems,  Databases,  and  Artificial  Intelligence. 

• Courses  for  managers  in  technical  environments  include 
Management  Skills,  Finance,  Managing  Projects,  Managing 
People  in  Technical  Environments,  and  Business  Skills. 
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• Miscellaneous  courses  include  Graphics  & Image  Processing, 
Microprocessors,  Signal  Processing,  and  Supercomputers. 

These  courses  may  be  presented  in  a variety  of  ways,  including  live 
classroom  instruction,  multimedia,  small  team  workshops,  and 
video-based  classes. 

Learning  Tree  will  also  provide  customized  classes. 


Learning  Tree  targets  its  educational  services  to  cross-industry 
clients,  including  Fortune  1000  companies,  and  the  federal 
government. 

Clients  include  ARCO  Oil  & Gas,  Bank  of  America,  Boeing 
Corporation,  Columbia  University,  Computer  Sciences 
Corporation,  Duke  Power  Co.,  General  Motors,  Medtronic, 
NASA,  NBC,  PepsiCo,  Philip  Morris  USA,  and  United  Airlines. 


Learning  Tree's  1989  revenue  was  derived  from  providing  services 
in  the  U.S.,  England,  Sweden,  France,  Canada,  and  other 
international  sources. 

Learning  Tree  has  U.S.  Education  Centers  in  Los  Angeles, 
Washington  D.C.,  and  Boston.  International  Education  Centers 
are  located  in  Ottawa,  London,  Stockholm,  and  Paris. 
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Chairman  & CEO:  Jerre  Stead 

Corporate  Headquarters 

575  Herndon  Parkway 

Herndon,  VA  22070-5226 

Phone:  (703)  708-3000 

Fax:  (703)  708-3956 


*#!////////  / / / 
LEGENT 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
2,700  (9/94) 
$ 501,733,000 
9/30/94 


Key  Points 

• LEGENT  Corporation  is  a supplier  of 
systems  software  and  services  for  the 
management  of  distributed  computing 
across  the  enterprise.  The  company  has 
about  75,000  products  installed  at  more 
than  12,000  customer  sites  worldwide. 


• In  May  1995,  Computer  Associates 
International  (CA)  announced  its  intent  to 
acquire  LEGENT  for  approximately  $1.78 
billion.  Completion  of  the  transaction  will 
result  in  the  biggest  software  deal  ever, 


creating  a giant  with  approximately  $3 
billion  in  revenues. 

• In  November  1994,  LEGENT  acquired  the 
Enterprise  Storage  Manager™  (ESM) 
software  product  from  Mission  Critical 
Software,  Inc. 

• In  1994,  the  company  strengthened  its 
technology  base  by  acquiring  four  systems 
software  companies — Performance 
Technology,  Inc.  (PTI),  TeamOne  Systems, 
Inc.,  Lachman  Technology,  Inc.,  and  Digital 
Analysis  Corporation  (DAC).  These 
companies  have  been  grouped  together  to 
form  the  new  Distributed  Systems 
Management  Division. 
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• During  1994,  through  internal  product 
development  and  acquisitions,  LEGENT 
introduced  20  new  products  for  the 
distributed  systems  management  market, 
including  Agent  Works™, 
PARAMOUNT/XP-Performance  Manager™, 
LDM/XP™,  Prevail/XP-Manager™, 
DistribuLink®-UNIX  and  the  ACE™  family 
of  products. 

• During  1994,  the  company  expanded  its 
sales  channels  by  building  a network  of 
value-added  resellers  and  original 
equipment  manufacturers  (OEMs)  that  will 
sell  LEGENT  products  bundled  with  their 
own  products. 

• In  the  first  quarter  of  fiscal  1994,  LEGENT 
launched  its  Cross  Platform  Environment™ 
(XPE)  strategy  to  provide  systems 
management  solutions  for  client/server 
heterogeneous  computer  environments. 

Company  Description 

LEGENT  Corporation  designs,  develops, 

markets,  and  supports  a range  of  systems 

software  products  for  the  management  of 

information  systems  organizations. 

• LEGENT’s  products  support  enterprise-wide 
needs  by  extending  beyond  the  traditional 
IBM  mainframe  environment  to  distributed 
and  heterogeneous  computing  platforms, 
including  VM,  VAX/VMS,  DOS,  OS/2,  UNIX 
and  LANs. 

• The  company’s  systems  software  products 
are  offered  for  data  center  management, 
resource  management,  network 
management  and  applications  management. 

• LEGENT  also  markets  a series  of  computer- 
based  training  and  computer-based 
reference  products  (information  technology 
products  formerly  marketed  by  Goal 


Systems)  designed  to  enhance  employee 
productivity. 

Structure  and  Operations 

LEGENT  was  formed  in  1989  through  the 
merger  of  Morino  Associates  and  Duquesne 
systems,  two  systems  management  software 
providers. 

During  fiscal  1994,  LEGENT  operated 
through  four  business  areas — Systems 
Management,  Networking  Management, 
Applications  Management  and  Professional 
Services.  Effective  October  1,  1994,  LEGENT 
reorganized  its  operations  into  the  following 
four  divisions: 

• The  Enterprise  Systems  Management 
Division  (ESM)  focuses  on  the  delivery  of 
data  center  and  distributed  systems 
management  solutions. 

• The  Distributed  Systems  Management 
Division  (DSM)  focuses  on  several 
distributed  systems  management  areas, 
including  trouble  ticketing,  hierarchical 
storage  management,  Oracle  DBA  utilities 
and  agent-based  management. 

• The  Applications  Management  Division 
focuses  on  the  distributed  database,  data 
transport,  software  distribution  and 
software  development  markets. 

• The  Technology  and  Services  Division 
includes  consulting  services  and  employee 
performance  support  (EPS)  products  and 
services. 

The  DSM  division  is  a new  division  that  was 
created  to  include  the  company’s  acquisition  of 
four  software  companies — PTI,  TeamOne, 
Lachman  and  DAC.  The  original  Networking 
Management  Division  and  Applications 
Management  Division  were  consolidated  to 
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form  the  new  Applications  Management 
Division. 

Headquartered  in  Herndon  (VA),  LEGENT’s 
major  U.S.  facilities  are  located  in  Chicago 
(IL),  Columbus  (OH),  Houston  (TX),  Jersey 
City  (NJ),  Pittsburgh  (PA),  Seattle  (WA), 
Westborough  (MA)  and  Woodland  Hills  (CA). 

LEGENT  has  its  international  headquarters 
in  Slough  (England). 

• European  offices  are  located  in  Belgium, 
Denmark,  Germany,  Italy,  the  Netherlands, 
France,  the  United  Kingdom,  Spain  and 
Switzerland. 

• The  company  has  Asia/Pacific  offices  in 
Australia,  Singapore  and  Japan. 

• LEGENT  has  wholly  owned  subsidiaries  in 
England,  France,  Italy,  Germany,  Belgium, 
the  Netherlands  and  Australia. 

• The  company’s  international  agents  are 
located  in  Saudi  Arabia,  Argentina, 
Venezuela,  Denmark,  Finland,  Turkey, 
Portugal,  Spain,  Italy,  Brazil,  Korea, 

Sweden  and  Israel. 

Company  Strategy 

LEGENT’s  strategy  is  to  be  the  leader  in 
distributed  systems  management  for 
networks,  applications  and  data.  The 
company  has  taken  its  top  mainframe 
products  and  developed  compatible  solutions 
for  NetWare,  OS/2,  UNIX  and  Windows  NT. 

• In  order  to  better  position  itself  to  serve  this 
expanded  market,  the  company  has  placed 
increased  emphasis  on  adapting  existing 


products,  and  acquiring  and  internally 
developing  new  products,  to  enable  its 
systems  software  products  to  be  used  on 
interconnected  heterogeneous  platforms  as 
well  as  exclusively  non-IBM  platforms. 

• LEGENT  has  followed  an  aggressive 
acquisition  strategy  that  has  helped  fuel  its 
growth. 

• The  company  has  a series  of  relationships 
with  various  vendors  to  expand  the  scope  of 
its  enterprise-wide  solutions. 

LEGENT  launched  a new  Cross  Platform 
Environment™  (XPE)  strategy,  to  provide 
systems  management  solutions  for 
client/server  heterogeneous  computer 
environments.  New  and  distributed  versions 
of  many  of  the  company’s  products  shipped  in 
1994  support  the  XPE  strategy  by  functioning 
in  mainframe,  cross-platform  or  open 
computing  environments. 

In  addition,  the  company  expanded  its  sales 
efforts  by  adding  a network  of  value-added 
resellers  and  OEMs  to  its  distribution 
channels. 

Financials 

LEGENT’s  fiscal  1994  revenue  reached  $501.7 
million,  a 13%  increase  over  fiscal  1993 
revenue  of  $442.2  million.  Net  income 
dropped  10%,  from  $60.4  million  in  fiscal  1993 
to  $54.3  million  in  fiscal  1994. 

A five-year  financial  summary  appears  on  the 
following  page. 
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LEGENT  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

9/94 

9/93 

9/92 

9/91 

9/90 

Revenue 

$501.7 

$442.2 

$426.7 

$349.7 

$290.4 

• Percent  change  from 

previous  year 

13% 

4% 

22% 

20% 

28% 

Income  before  taxes 

$79.4 

$92.9 

$46.8 

$54.3 

$50.3 

• Percent  change  from 

previous  year 

(15%) 

99% 

(14%) 

8% 

11% 

Net  income 

$54.3 

$60.4 

$27.8 

$36.1 

$32.3 

• Percent  change  from 

(a) 

(a) 

(a) 

previous  year 

(10%) 

117% 

(23%) 

12% 

7% 

Earnings  per  share 

$1.44 

$1.72 

$0.81 

$1.07 

$0.98 

• Percent  change  from 

(a) 

(a) 

(a) 

previous  year 

(16%) 

112% 

(24%) 

9% 

5% 

(a>  Include  special  charges  for  mergers,  restructuring  and  other  activities. 


Revenue  growth  during  fiscal  1994  was 
attributed  primarily  to  the  new  product 
acquisitions  in  1994  and  higher  licensing 
revenue  and  maintenance  and  support  fees. 

• New  sales  grew  16%  to  $276.0  million  and 
accounted  for  55%  of  the  total  revenue  in 
fiscal  1994. 

• The  Networking  Business  had  the  largest 
percentage  increase  (50%)  in  new  sales  due 
to  the  acquisition  of  two  products — MLINK 
and  Paradigm. 

• Renewal  licenses  and  maintenance 
increased  11%  to  $22.2  million  over  fiscal 
1993,  due  to  an  increase  in  the  number  of 
installed  products. 

Research  and  development  expenditures  after 
the  capitalization  of  computer  software 
development  costs  were  approximately  $50.8 
million  (10%  of  revenue)  in  fiscal  1994, 


compared  to  $53.9  million  (12%  of  revenue)  in 
fiscal  1993,  and  $44.2  million  (10%  of  revenue) 
in  fiscal  1992. 

Interim  Results 

Revenue  for  three  months  ending  December 
31,  1994  reached  $122.1  million,  a 6% 
increase  over  $114.7  million  for  the  same 
period  in  1993.  Net  income  for  the  period  rose 
3%,  from  $18.3  million  to  $18.9  million. 

New  sales  for  the  period  grew  3%  to  $61.9 
million,  as  compared  to  $60.3  million  for  fiscal 
1994’s  first  quarter. 

Market  Financials 

LEGENT’s  products  can  be  used  by  all 
industries  or  businesses.  Customers  include 
manufacturers,  banks,  insurance  companies, 
utilities,  and  federal  and  state  government 
agencies. 

Q 
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Approximately  55%  of  the  company’s  revenue  maintenance  fees.  A three-year  summary  of 
was  derived  from  new  sales,  3%  from  source  of  revenue  follows: 

renewable  licenses  and  42%  from 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/94 

9/93 

9/92 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Initial  licenses 

$275.9 

55% 

$238.8 

54% 

$245.9 

58% 

Renewable  licenses 

15.1 

3% 

26.5 

6% 

51.6 

12% 

Maintenance  services 

210.7 

42% 

176.9 

40% 

129.2 

30% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

Revenue  Analysis  by  Product  Line 

One  hundred  percent  of  LEGENT’s  revenue  is 
derived  from  systems  software  products  and 
associated  support  services.  Until  September 
30,  1994,  the  company  operated  through  the 
four  business  areas  shown  in  the  exhibit 
below. 


• Approximately  66%  of  fiscal  1994  revenue 
was  derived  from  its  Systems  Management 
products,  13%  from  its  Networking 
Management  products,  14%  from  its 
Applications  Management  products  and  7% 
from  support  services. 

• A three-year  summary  of  source  of  revenue 
by  these  business  areas  follows. 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

9/94 

9/93 

9/92 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Systems  Management 

$329.1 

66% 

$303.0 

68% 

$298.7 

70% 

Networking  Management 

65.1 

13% 

45.1 

10% 

38.4 

9% 

Applications  Management 

71.7 

14% 

56.7 

13% 

51.2 

12% 

Professional  Services 

35.8 

7% 

37.4 

9% 

38.4 

9% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 
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Increase  in  revenue  was  attributed  to  the 

following: 

• The  Systems  Management  division 
accounted  for  59%  of  new  sales  in  1994, 
largely  due  to  the  increased  sales  of  its  VSE 
product  line. 

• The  Networking  Management  division 
contributed  16%  to  new  sales  in  fiscal  1994, 
primarily  due  to  two  acquired 

products — MLINK  and  Paradigm/XP. 

• The  ENDEVOR  product  along  with  the 
acquired  PTI  products  were  major 


contributors  to  the  increase  in  new  sales  in 
the  Applications  Management  division, 
which  accounted  for  16%  of  new  sales. 

• The  Services  business  accounted  for  9%  of 
new  sales  in  fiscal  1994. 

Geographic  Markets 

Approximately  63%  of  LEGENT’s  fiscal  1994 
revenue  was  derived  from  North  America  and 
37%  from  international  sales,  primarily  to 
Europe,  Asia  Pacific  and  Japan.  A three-year 
summary  of  source  of  revenue  by  geographic 
markets  follows: 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/94 

9/93 

9/92 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$316.1 

63% 

$256.5 

58% 

$259.7 

61% 

International 

185.6 

37% 

185.7 

42% 

167.0 

39% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

Geographically,  North  America  operations 
had  the  strongest  new  sales  percentage 
growth,  where  new  sales  grew  30%  in  1994. 

• Internationally,  Asia/Pacific  had  the 
strongest  new  sales  percentage  growth, 
increasing  28%  over  fiscal  1993. 

• European  new  sales  revenue  declined  3% 
due,  in  part,  to  the  low  productivity  of 
German  operations. 

• Japan’s  new  sales  dropped  11%  in  fiscal 
1994. 


Acquisitions 

Acquisitions  made  by  LEGENT  during  the 
past  two  years  include  the  following: 

In  November  1994,  LEGENT  completed  its 
acquisition  of  Enterprise  Storage  Manager™, 
a software  product  from  Mission  Critical 
Software,  Inc.  The  acquisition  was  accounted 
for  as  a purchase. 

In  August  1994,  LEGENT  acquired  Digital 
Analysis  Corporation  (DAC),  based  in 
Virginia. 

• DAC  is  a provider  of  systems,  network  and 
applications  management  products  for  open 
systems. 
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• This  acquisition  was  accounted  for  as  a 
purchase. 

In  May  1994,  LEGENT  acquired  Lachman 
Technology,  Inc.,  a privately  held  company 
based  in  Naperville  (IL). 

• Lachman  is  a developer  of  networking  and 
storage  management  products  for  open 
systems.  These  products,  combined  with 
LEGENT’s  distributed  systems 
management  products  will  accelerate  the 
company’s  development  of  enterprise-wide 
solutions. 

• At  the  time  of  the  acquisition,  Lachman 
employed  60  people  and  reported  revenues 
of  over  $8  million  in  1993. 

• The  acquisition  was  accounted  for  as  a 
pooling-of-interests. 

In  February  1994,  LEGENT  acquired 
TeamOne  Systems,  Inc.  of  Sunnyvale  (CA). 

• TeamOne  developed  configuration 
management  software  for  the  UNIX 
environment. 

• The  acquisition  was  accounted  for  as  a 
pooling-of-interests. 

In  October  1993,  LEGENT  acquired 
Performance  Technologies,  Inc.  (PTI)  of 
Boston  (MA). 

• PTI’s  products  serve  the  Oracle  environment 
and  will  add  to  LEGENT’s  existing  DB2  and 
AD  ABAS  solutions. 

• The  acquisition  was  accounted  for  as  a 
purchase. 

In  August  1993,  acquired  Networx,  Inc.  of 
Bellevue  (WA). 


• Networx  was  a privately  held  developer  of 
problem  management  applications  for 
client/server  computing. 

• Networx  introduced  Paradigm,  a UNIX- 
based  trouble  ticketing,  help  desk  and 
inventory  management  application  for 
Hewlett-Packard’s  OpenView,  IBM’s 
NetView/6000  and  SunConnect’s  SunNet 
Manager  network  management  systems. 

In  August  1993,  LEGENT  acquired  Corporate 
Microsystems,  Inc.  (CMI),  a Lebanon  (NH)- 
based  provider  of  software  distribution  and 
file  transfer  software  products  (MLINK)  for 
UNIX  and  IBM  OS/2  platforms. 

• This  acquisition  enabled  LEGENT  to  offer 
both  server-based  and  host-based  solutions 
for  software  distribution  and  file  transfer,  as 
well  as  asynchronous  and  TCP/IP  via 
satellite  communications.  The  products 
complemented  the  company’s  DistribuLink 
host-based  product  for  MVS/SNA 
environments  released  in  early  1993. 

• In  addition  to  acquiring  CMI’s  technology, 
LEGENT  also  gained  access  to  CMI’s  well- 
established  channel  of  over  200  value-added 
reseller  and  OEM  distribution  channels, 
further  extending  the  company’s  reach 
outside  the  traditional  centralized 
information  technology. 

• At  the  time  of  the  acquisition,  CMI  had  42 
employees  and  1,500  customers  with 
approximately  75,000  products  installed. 

In  May  1993,  LEGENT  acquired  National 
DataGuard  Technologies,  Inc.  (NDT),  author 
of  the  LIFEGUARD  automated  disaster 
recovery  product  for  corporate  data  centers. 

• The  acquisition  of  the  privately  held  NDT, 
based  in  Cleveland  (OH),  positioned 
LEGENT  as  the  leader  in  the  disaster 
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recovery  automation  market  and  expanded 
its  line  of  disaster  recovery  products. 

• NDT  merged  with  LEGENT’s  DR  Strategic 
Business  Unit,  based  in  Woodland  Hills 
(CA). 

Employees 

As  of  September  30,  1994,  LEGENT  had 
approximately  2,700  employees  (2,050  in  the 
U.S.  and  Canada,  and  650  international), 
segmented  as  follows: 


Marketing/sales/support 1,300 

Research  and  development 900 

General  and  administration 500 


2,700 

Key  Products  and  Services 

Products 

LEGENT’s  systems  software  products  are 
available  for  a range  of  mainframe  and 
distributed  and  heterogeneous  computing 
platforms  including  VM,  VAX/VMS,  DOS, 
OS/2,  UNIX  and  LANs.  The  company  has 
more  than  150  products  and  services,  and  an 
installed  base  of  more  than  75,000  products  at 
more  than  12,000  customer  sites  worldwide. 

The  company’s  strategic  platform  is  the  new 
XPE,  a strategy  for  the  unified  management 
of  enterprise  distributed  systems.  Most  new 
products  introduced  by  the  company  support 
this  strategy. 

Effective  November  1994,  LEGENT’s  products 
are  summarized  by  product  group  as  follows: 

Problem  Management 

Paradigm/XP™  is  LEGENT’s  enterprise 
problem  management  solution  that  allows 
sophisticated  reporting  and  tracking  of 
problems. 


Network  Applications 

DistribuLink/XP™  is  an  electronic  software 
distribution  system  that  provides  centralized 
distribution  of  internally  developed  software 
from  UNIX  or  MVS. 

LDM/XP™  provides  replication  of  database 
information,  by  extracting  legacy  data  from 
mainframe  databases  and  converting  it  to  the 
appropriate  server  environment. 

Backup  and  Storage  Management 

Enterprise  Storage  Manager™  (ESM)  provides 
automatic  backup  for  enterprise  file  servers. 

EPIC®/VSE  is  an  automated  disk  and  tape 
management  system. 

ASTEX®  or  Automated  Storage  Expert,  is  an 
on-line  performance  manager  for  MVS. 

Open  Storage  Manager™  (OSM)  belongs  to 
the  hierarchical  storage  management  (HSM) 
family  and  is  an  HSM  solution  for  open 
systems. 

Operations  Management 
The  Prevail/XP™  family  of  products  handles 
platform  automation,  output  management, 
production  control,  device  management  and 
problem  management. 

FAQS®  is  a product  line  handles  console  and 
message  management  and  production  control. 

Software  Configuration  Management 
This  group  consists  of  the  ENDEVOR™  suite 
of  software  management  and  administration 
products,  including  ENDEVOR®/MVS, 
ENDEVOR®  Workstation  and 
ENDEVOR®/WSX. 
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Resource  Management 
This  product  group  consists  of  the 
PAEAMOUNT/XP™  family,  which  is  a suite  of 
enterprise  resource  management  solutions  for 
performance  management,  service 
management,  capacity  planning,  financial 
management  and  management  reporting. 

Distributed  Database  Management 
The  ACE™  family  of  products  provide 
application-wide  monitoring,  maintenance 
and  testing  of  Oracle  database  environments. 

DB-DELIVERY®  for  DB2  is  a utility  toolkit 
designed  for  DB2. 

Agent-Based  Management 

AgentWorks™  provides  agent-based 
management  of  systems,  networks, 
applications  and  databases. 

Licensing 

Most  of  LEGENT's  products  are  offered  under 
both  perpetual  and  annual  licenses. 

Depending  on  the  product,  the  mainframe 
software  is  either  offered  as  a CPU  license  or 
Site  license.  Both  of  these  license  types  are 
priced  according  to  a tiered  pricing  structure 
in  which  the  product  prices  increase  as  the 
CPU  size  increases.  The  PC  products  are 
generally  available  on  a per  user  basis. 

• The  perpetual  license  includes  maintenance 
and  support  services  during  the  first  year  of 
the  license.  Subsequently,  maintenance  and 
support  services  are  automatically  renewed 
for  annual  periods  unless  canceled  by  the 
customers.  The  maintenance  and  support 
fees  range  from  approximately  15%  to  20% 
of  the  then  current  perpetual  license  fee. 

• The  annual  license  is  structured  so  that  the 
yearly  fee  includes  maintenance  and 
support.  Generally,  annually  licensed 
products  automatically  renew  for 


subsequent  annual  periods.  The  renewal 
fees  are  based  on  a percentage  of  the  then 
current  initial  license  fee,  which  ranges 
from  approximately  15%  to  40%,  depending 
on  the  product. 

Consulting  and  Technology  Services 

LEGENT  offers  consulting  services, 
customization  and  installation,  education  and 
training  , packaged  and  bundled  services  and 
upgrade  assistance. 

The  company  also  facilitates  the  development 
of  real-time  training,  on-line  help  and 
electronic  documentation  for  distributed 
systems  and  workstations,  through  its 
Employee  Performance  Support  (EPS) 
program. 

Clients 

LEGENT’s  products  and  services  are  used  by 
manufacturers,  banks,  insurance  companies, 
utilities  and  federal  and  state  government 
agencies.  Some  of  the  company’s  major 
customers  include  MCI,  Merril  Lynch, 
American  Express  and  U.S.  Postal  Service. 

Marketing  and  Sales 

LEGENT  markets  its  products  and  services 
worldwide  through  its  own  direct  sales  force 
and  by  a select  number  of  independent  agents. 

The  company’s  sales  channel  also  includes  a 
network  of  value-added  resellers  (VARs)  and 
original  equipment  manufacturers  (OEMs). 

Some  well-known  OEMs  include  IBM 
Network  Systems,  Sun,  Novell,  Siemens- 
Nixdorf  and  Hewlett-Packard  who  sell 
LEGENT’s  systems  management  technology 
bundled  with  their  own  products. 

Alliances 

Some  recent  partnerships  formed  by  LEGENT 
are  summarized  on  the  following  page. 
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• In  May  1994,  LEGENT  entered  into  a joint 
development  and  marketing  alliance  with 
Powersoft  Corporation,  to  provide 
client/server  application  developers  with 
integration  between  PowerBuilder 
Enterprise  and  ENDEVOR  workstation. 

• In  April  1994,  the  company  announced  its 
joint  agreement  with  Hewlett-Packard  to 
develop,  market  and  sell  integrated  versions 
of  the  company’s  automated  operations  and 
open  systems  management  products. 

• In  March  1994,  LEGENT  and  IBM  agreed  to 
work  together  to  provide  the  agent 
technology,  designed  for  managing 
distributed  applications.  It  involves  two 
components,  an  agent  software  development 
kit  (ASDK)  and  an  Agent  Management 
System  that  support  the  simple  network 
management  protocol  (SNMP)  standard. 

Competition 

Major  competitors  include  mainframe 
software  vendors  such  as  Computer 
Associates  International,  Inc.,  Boole  & 
Babbage,  Inc.,  Candle  Corporation  and  4th 
Dimension. 


INPUT  Assessment 

LEGENT’s  strengths  include: 

• Size 

• Strong  customer  focus,  with  a range  of 
professional  services,  including  training  and 
consulting 

• Leading  provider  of  systems  management 
software  for  distributed  environment 

• Wide  range  of  products 

• Solutions  portfolio  addresses  the  spectrum 
of  distributed  systems  management  at  over 
12,000  customer  sites  worldwide 

Challenges  for  the  company  over  the  coming 

year  include: 

• Strengthening  its  distributed  systems 
management  market  share 

• Keep  investing  in  technology  as  the 
company  also  invests  in  being  closer  to 
customers. 

• Increasing  global  competition 
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• During  1994,  the  company  expanded  its 
sales  channels  by  building  a network  of 
value-added  resellers  and  original 
equipment  manufacturers  (OEMs)  that  will 
sell  LEGENT  products  bundled  with  their 
own  products. 


During  fiscal  1994,  LEGENT  operated 
through  four  business  areas — Systems 
Management,  Networking  Management, 
Applications  Management  and  Professional 
Services.  Effective  October  1,  1994,  LEGENT 
reorganized  its  operations  into  the  following 
four  divisions: 


• In  the  first  quarter  of  fiscal  1994,  LEGENT 
launched  its  Cross  Platform  Environment™ 
(XPE)  strategy  to  provide  systems 
management  solutions  for  client/server 
heterogeneous  computer  environments. 

Company  Description 

LEGENT  Corporation  designs,  develops, 
markets,  and  supports  a range  of  systems 
software  products  for  the  management  of 
information  systems  organizations. 

• LEGENT’s  products  support  enterprise-wide 
needs  by  extending  beyond  the  traditional 
IBM  mainframe  environment  to  distributed 
and  heterogeneous  computing  platforms, 
including  VM,  VAX/VMS,  DOS,  OS/2,  UNIX 
and  LANs. 

• The  company’s  systems  software  products 
are  offered  for  data  center  management, 
resource  management,  network 
management  and  applications  management. 

• LEGENT  also  markets  a series  of  computer- 
based  training  and  computer-based 
reference  products  (information  technology 
products  formerly  marketed  by  Goal 


• The  Enterprise  Systems  Management 
Division  (ESM)  focuses  on  the  delivery  of 
data  center  and  distributed  systems 
management  solutions. 

• The  Distributed  Systems  Management 
Division  (DSM)  focuses  on  several 
distributed  systems  management  areas, 
including  trouble  ticketing,  hierarchical 
storage  management,  Oracle  DBA  utilities 
and  agent-based  management. 

• The  Applications  Management  Division 
focuses  on  the  distributed  database,  data 
transport,  software  distribution  and 
software  development  markets. 

• The  Technology  and  Services  Division 
includes  consulting  services  and  employee 
performance  support  (EPS)  products  and 
services. 

The  DSM  division  is  a new  division  that  was 
created  to  include  the  company’s  acquisition  of 
four  software  companies — PTI,  TeamOne, 
Lachman  and  DAC.  The  original  Networking 
Management  Division  and  Applications 
Management  Division  were  consolidated  to 
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• During  1994,  through  internal  product 
development  and  acquisitions,  LEGENT 
introduced  20  new  products  for  the 
distributed  systems  management  market, 
including  Agent  Works™, 
PARAMOUNT/XP-Performance  Manager™, 
LDM/XP™,  Prevail/XP-Manager™, 
DistribuLink®-UNIX  and  the  ACE™  family 
of  products. 

• During  1994,  the  company  expanded  its 
sales  channels  by  building  a network  of 
value-added  resellers  and  original 
equipment  manufacturers  (OEMs)  that  will 
sell  LEGENT  products  bundled  with  their 
own  products. 

• In  the  first  quarter  of  fiscal  1994,  LEGENT 
launched  its  Cross  Platform  Environment™ 
(XPE)  strategy  to  provide  systems 
management  solutions  for  client/server 
heterogeneous  computer  environments. 

Company  Description 

LEGENT  Corporation  designs,  develops, 

markets,  and  supports  a range  of  systems 

software  products  for  the  management  of 

information  systems  organizations. 

• LEGENT’s  products  support  enterprise-wide 
needs  by  extending  beyond  the  traditional 
IBM  mainframe  environment  to  distributed 
and  heterogeneous  computing  platforms, 
including  VM,  VAX/VMS,  DOS,  OS/2,  UNIX 
and  LANs. 

• The  company’s  systems  software  products 
are  offered  for  data  center  management, 
resource  management,  network 
management  and  applications  management. 

• LEGENT  also  markets  a series  of  computer- 
based  training  and  computer-based 
reference  products  (information  technology 
products  formerly  marketed  by  Goal 


Systems)  designed  to  enhance  employee 
productivity. 

Structure  and  Operations 

LEGENT  was  formed  in  1989  through  the 
merger  of  Morino  Associates  and  Duquesne 
systems,  two  systems  management  software 
providers. 

During  fiscal  1994,  LEGENT  operated 
through  four  business  areas — Systems 
Management,  Networking  Management, 
Applications  Management  and  Professional 
Services.  Effective  October  1,  1994,  LEGENT 
reorganized  its  operations  into  the  following 
four  divisions: 

• The  Enterprise  Systems  Management 
Division  (ESM)  focuses  on  the  delivery  of 
data  center  and  distributed  systems 
management  solutions. 

• The  Distributed  Systems  Management 
Division  (DSM)  focuses  on  several 
distributed  systems  management  areas, 
including  trouble  ticketing,  hierarchical 
storage  management,  Oracle  DBA  utilities 
and  agent-based  management. 

• The  Applications  Management  Division 
focuses  on  the  distributed  database,  data 
transport,  software  distribution  and 
software  development  markets. 

• The  Technology  and  Services  Division 
includes  consulting  services  and  employee 
performance  support  (EPS)  products  and 
services. 

The  DSM  division  is  a new  division  that  was 
created  to  include  the  company’s  acquisition  of 
four  software  companies — PTI,  TeamOne, 
Lachman  and  DAC.  The  original  Networking 
Management  Division  and  Applications 
Management  Division  were  consolidated  to 
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form  the  new  Applications  Management 
Division. 

Headquartered  in  Herndon  (VA),  LEGENT’s 
major  U.S.  facilities  are  located  in  Chicago 
(IL),  Columbus  (OH),  Houston  (TX),  Jersey 
City  (NJ),  Pittsburgh  (PA),  Seattle  (WA), 
Westborough  (MA)  and  Woodland  Hills  (CA). 

LEGENT  has  its  international  headquarters 
in  Slough  (England). 

• European  offices  are  located  in  Belgium, 
Denmark,  Germany,  Italy,  the  Netherlands, 
France,  the  United  Kingdom,  Spain  and 
Switzerland. 

• The  company  has  Asia/Pacific  offices  in 
Australia,  Singapore  and  Japan. 

• LEGENT  has  wholly  owned  subsidiaries  in 
England,  France,  Italy,  Germany,  Belgium, 
the  Netherlands  and  Australia. 

• The  company’s  international  agents  are 
located  in  Saudi  Arabia,  Argentina, 
Venezuela,  Denmark,  Finland,  Turkey, 
Portugal,  Spam,  Italy,  Brazil,  Korea, 
Sweden  and  Israel. 

Company  Strategy 

LEGENT’s  strategy  is  to  be  the  leader  in 
distributed  systems  management  for 
networks,  applications  and  data.  The 
company  has  taken  its  top  mainframe 
products  and  developed  compatible  solutions 
for  NetWare,  OS/2,  UNIX  and  Windows  NT. 

• In  order  to  better  position  itself  to  serve  this 
expanded  market,  the  company  has  placed 
increased  emphasis  on  adapting  existing 


products,  and  acquiring  and  internally 
developing  new  products,  to  enable  its 
systems  software  products  to  be  used  on 
interconnected  heterogeneous  platforms  as 
well  as  exclusively  non-IBM  platforms. 

• LEGENT  has  followed  an  aggressive 
acquisition  strategy  that  has  helped  fuel  its 
growth. 

• The  company  has  a series  of  relationships 
with  various  vendors  to  expand  the  scope  of 
its  enterprise-wide  solutions. 

LEGENT  launched  a new  Cross  Platform 
Environment™  (XPE)  strategy,  to  provide 
systems  management  solutions  for 
client/server  heterogeneous  computer 
environments.  New  and  distributed  versions 
of  many  of  the  company’s  products  shipped  in 
1994  support  the  XPE  strategy  by  functioning 
in  mainframe,  cross-platform  or  open 
computing  environments. 

In  addition,  the  company  expanded  its  sales 
efforts  by  adding  a network  of  value-added 
resellers  and  OEMs  to  its  distribution 
channels. 

Financials 

LEGENT’s  fiscal  1994  revenue  reached  $501.7 
million,  a 13%  increase  over  fiscal  1993 
revenue  of  $442.2  million.  Net  income 
dropped  10%,  from  $60.4  million  in  fiscal  1993 
to  $54.3  million  in  fiscal  1994. 

A five-year  financial  summary  appears  on  the 
following  page. 
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LEGENT  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

9/94 

9/93 

9/92 

9/91 

9/90 

Revenue 

$501.7 

$442.2 

$426.7 

$349.7 

$290  4 

• Percent  change  from 

previous  year 

13% 

4% 

22% 

20% 

28% 

Income  before  taxes 

$79.4 

$92.9 

$46.8 

$54.3 

$50.3 

• Percent  change  from 

previous  year 

(15%) 

99% 

(14%) 

8% 

11% 

Net  income 

$54.3 

$60.4 

$27.8 

$36.1 

$32.3 

• Percent  change  from 

(a) 

(a) 

(a) 

previous  year 

(10%) 

117% 

(23%) 

12% 

7% 

Earnings  per  share 

$1.44 

$1.72 

$0.81 

$1.07 

$0.98 

• Percent  change  from 

(a) 

(a) 

(a) 

previous  year 

/ol  1 . . 1 • . , 

(16%) 

112% 

(24%) 

9% 

5% 

(a>  Include  special  charges  for  mergers,  restructuring  and  other  activities. 


Revenue  growth  during  fiscal  1994  was 
attributed  primarily  to  the  new  product 
acquisitions  in  1994  and  higher  licensing 
revenue  and  maintenance  and  support  fees. 

• New  sales  grew  16%  to  $276.0  million  and 
accounted  for  55%  of  the  total  revenue  in 
fiscal  1994. 

• The  Networking  Business  had  the  largest 
percentage  increase  (50%)  in  new  sales  due 
to  the  acquisition  of  two  products — MLINK 
and  Paradigm. 

• Renewal  licenses  and  maintenance 
increased  11%  to  $22.2  million  over  fiscal 
1993,  due  to  an  increase  in  the  number  of 
installed  products. 

Research  and  development  expenditures  after 
the  capitalization  of  computer  software 
development  costs  were  approximately  $50.8 
million  (10%  of  revenue)  in  fiscal  1994, 


compared  to  $53.9  million  (12%  of  revenue)  in 
fiscal  1993,  and  $44.2  million  (10%  of  revenue) 
in  fiscal  1992. 

Interim  Results 

Revenue  for  three  months  ending  December 
31,  1994  reached  $122.1  million,  a 6% 
increase  over  $114.7  million  for  the  same 
period  in  1993.  Net  income  for  the  period  rose 
3%,  from  $18.3  million  to  $18.9  million. 

New  sales  for  the  period  grew  3%  to  $61.9 
million,  as  compared  to  $60.3  million  for  fiscal 
1994’s  first  quarter. 

Market  Financials 

LEGENT’s  products  can  be  used  by  all 
industries  or  businesses.  Customers  include 
manufacturers,  banks,  insurance  companies, 
utilities,  and  federal  and  state  government 
agencies. 
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Approximately  55%  of  the  company’s  revenue  maintenance  fees.  A three-vear  summary  of 
was  derived  from  new  sales,  3%  from  source  of  revenue  follows: 

renewable  licenses  and  42%  from 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/94 

9/93 

9/92 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Initial  licenses 

$275.9 

55% 

$238.8 

54% 

$245.9 

58% 

Renewable  licenses 

15.1 

3% 

26.5 

6% 

51.6 

12% 

Maintenance  services 

210.7 

42% 

176.9 

40% 

129.2 

30% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

Revenue  Analysis  by  Product  Line 
One  hundred  percent  of  LEGENT’s  revenue  is 
derived  from- systems  software  products  and 
associated  support  services.  Until  September 
30,  1994,  the  company  operated  through  the 
four  business  areas  shown  in  the  exhibit 
below. 


• Approximately  66%  of  fiscal  1994  revenue 
was  derived  from  its  Systems  Management 
products,  13%  from  its  Networking 
Management  products,  14%  from  its 
Applications  Management  products  and  7% 
from  support  services. 

• A three-year  summary  of  source  of  revenue 
by  these  business  areas  follows. 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

9/94 

9/93 

9/92 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Systems  Management 

$329.1 

66% 

$303.0 

68% 

$298.7 

70% 

Networking  Management 

65.1 

13% 

45.1 

10% 

38.4 

9% 

Applications  Management 

71.7 

14% 

56.7 

13% 

51.2 

12% 

Professional  Services 

35.8 

7% 

37.4 

9% 

38.4 

9% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 
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Increase  in  revenue  was  attributed  to  the 

following: 

• The  Systems  Management  division 
accounted  for  59%  of  new  sales  in  1994, 
largely  due  to  the  increased  sales  of  its  VSE 
product  line. 

• The  Networking  Management  division 
contributed  16%  to  new  sales  in  fiscal  1994, 
primarily  due  to  two  acquired 
products— MLINK  and  Paradigm/XP. 

• The  ENDEVOR  product  along  with  the 
acquired  PTI  products  were  major 


contributors  to  the  increase  in  new  sales  in 
the  Applications  Management  division, 
which  accounted  for  16%  of  new  sales. 

• The  Services  business  accounted  for  9%  of 
new  sales  in  fiscal  1994. 

Geographic  Markets 

Approximately  63%  of  LEGENT’s  fiscal  1994 
revenue  was  derived  from  North  America  and 
37%  from  international  sales,  primarily  to 
Europe,  Asia  Pacific  and  Japan.  A three-year 
summary  of  source  of  revenue  by  geographic 
markets  follows: 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/94 

9/93 

9/92 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$316  1 

63% 

$256.5 

58% 

$259.7 

61% 

International 

185.6 

37% 

185.7 

42% 

167.0 

39% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

Geographically,  North  America  operations 
had  the  strongest  new  sales  percentage 
growth,  where  new  sales  grew  30%  in  1994. 

• Internationally,  Asia/Pacific  had  the 
strongest  new  sales  percentage  growth, 
increasing  28%  over  fiscal  1993. 

• European  new  sales  revenue  declined  3% 
due,  in  part,  to  the  low  productivity  of 
German  operations. 

• Japan’s  new  sales  dropped  11%  in  fiscal 
1994. 


Acquisitions 

Acquisitions  made  by  LEGENT  during  the 
past  two  years  include  the  following: 

In  November  1994,  LEGENT  completed  its 
acquisition  of  Enterprise  Storage  Manager™, 
a software  product  from  Mission  Critical 
Software,  Inc.  The  acquisition  was  accounted 
for  as  a purchase. 

In  August  1994,  LEGENT  acquired  Digital 
Analysis  Corporation  (DAC),  based  in 
Virginia. 

• DAC  is  a provider  of  systems,  network  and 
applications  management  products  for  open 
systems. 
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• This  acquisition  was  accounted  for  as  a 
purchase. 

In  May  1994,  LEGENT  acquired  Lachman 
Technology,  Inc.,  a privately  held  company 
based  in  Naperville  (IL). 

• Lachman  is  a developer  of  networking  and 
storage  management  products  for  open 
systems.  These  products,  combined  with 
LEGENT’s  distributed  systems 
management  products  will  accelerate  the 
company’s  development  of  enterprise-wide 
solutions. 

• At  the  time  of  the  acquisition,  Lachman 
employed  60  people  and  reported  revenues 
of  over  $8  million  in  1993. 

• The  acquisition  was  accounted  for  as  a 
pooling-of-interests. 

In  February  1994,  LEGENT  acquired 
TeamOne  Systems,  Inc.  of  Sunnyvale  (CA). 

• TeamOne  developed  configuration 
management  software  for  the  UNIX 
environment. 

• The  acquisition  was  accounted  for  as  a 
pooling-of-interests. 

In  October  1993,  LEGENT  acquired 
Performance  Technologies,  Inc.  (PTI)  of 
Boston  (ALA). 

• PTI’s  products  serve  the  Oracle  environment 
and  will  add  to  LEGENT’s  existing  DB2  and 
AD  ABAS  solutions. 

• The  acquisition  was  accounted  for  as  a 
purchase. 

In  August  1993.  acquired  Networx,  Inc.  of 
Bellevue  (WA). 


• Networx  was  a privately  held  developer  of 
problem  management  applications  for 
client/server  computing. 

• Networx  introduced  Paradigm,  a UNIX- 
based  trouble  ticketing,  help  desk  and 
inventory  management  application  for 
Hewlett-Packard’s  OpenView,  IBM’s 
NetView/6000  and  SunConnect’s  SunNet 
Manager  network  management  systems. 

In  August  1993,  LEGENT  acquired  Corporate 
Microsystems,  Inc.  (CMI),  a Lebanon  (NH)- 
based  provider  of  software  distribution  and 
file  transfer  software  products  (MLINK)  for 
UNIX  and  IBM  OS/2  platforms. 

• This  acquisition  enabled  LEGENT  to  offer 
both  server-based  and  host-based  solutions 
for  software  distribution  and  file  transfer,  as 
well  as  asynchronous  and  TCP/IP  via 
satellite  communications.  The  products 
complemented  the  company’s  DistnbuLink 
host-based  product  for  MVS/SNA 
environments  released  in  early  1993. 

• In  addition  to  acquiring  CMI’s  technology, 
LEGENT  also  gained  access  to  CMI’s  well- 
established  channel  of  over  200  value-added 
reseller  and  OEM  distribution  channels, 
further  extending  the  company’s  reach 
outside  the  traditional  centralized 
information  technology. 

• At  the  time  of  the  acquisition,  CMI  had  42 
employees  and  1,500  customers  with 
approximately  75,000  products  installed. 

In  May  1993,  LEGENT  acquired  National 
DataGuard  Technologies,  Inc.  (NDT),  author 
of  the  LIFEGUARD  automated  disaster 
recovery  product  for  corporate  data  centers. 

• The  acquisition  of  the  privately  held  NDT, 
based  in  Cleveland  (OH),  positioned 
LEGENT  as  the  leader  in  the  disaster 
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recovery  automation  market  and  expanded 
its  line  of  disaster  recovery  products. 

• NDT  merged  with  LEGENT’s  DR  Strategic 
Business  Unit,  based  in  Woodland  Hills 
(CA). 

Employees 

As  of  September  30,  1994,  LEGENT  had 
approximately  2,700  employees  (2,050  in  the 
U.S.  and  Canada,  and  650  international), 
segmented  as  follows: 


Marketing/sales/support 1,300 

Research  and  development 900 

General  and  administration 500 


2,700 

Key  Products  and  Services 

Products 

LEGENT’s  systems  software  products  are 
available  for  a range  of  mainframe  and 
distributed  and  heterogeneous  computing 
platforms  including  VM,  VAX/VMS,  DOS, 
OS/2,  UNIX  and  LANs.  The  company  has 
more  than  150  products  and  services,  and  an 
installed  base  of  more  than  75,000  products  at 
more  than  12,000  customer  sites  worldwide'. 

The  company’s  strategic  platform  is  the  new 
XPE,  a strategy  for  the  unified  management 
of  enterprise  distributed  systems.  Most  new 
products  introduced  by  the  company  support 
this  strategy. 

Effective  November  1994,  LEGENT’s  products 
are  summarized  by  product  group  as  follows: 

Problem  Management 

Paradigm/XP™  is  LEGENT’s  enterprise 
problem  management  solution  that  allows 
sophisticated  reporting  and  tracking  of 
problems. 


Network  Applications 

DistribuLink/XP™  is  an  electronic  software 
distribution  system  that  provides  centralized 
distribution  of  internally  developed  software 
from  UNIX  or  MVS. 

LDM/XP™  provides  replication  of  database 
information,  by  extracting  legacy  data  from 
mainframe  databases. and  converting  it  to  the 
appropriate  server  environment. 

Backup  and  Storage  Management 

Enterprise  Storage  Manager™  (ESM)  provides 
automatic  backup  for  enterprise  file  servers. 

EPIC®/VSE  is  an  automated  disk  and  tape 
management  system. 

ASTEX®  or  Automated  Storage  Expert,  is  an 
on-line  performance  manager  for  MVS. 

Open  Storage  Manager™  (OSM)  belongs  to 
the  hierarchical  storage  management  (HSM) 
family  and  is  an  HSM  solution  for  open 
systems. 

Operations  Management 

The  Prevail/XP  ™ family  of  products  handles 
platform  automation,  output  management, 
production  control,  device  management  and 
problem  management. 

FAQS®  is  a product  line  handles  console  and 
message  management  and  production  control. 

Software  Configuration  Management 
This  group  consists  of  the  ENDEVOR™  suite 
of  software  management  and  administration 
products,  including  ENDEVOR®/MVS, 
ENDEVOR®  Workstation  and 
ENDEVOR®/WSX. 
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Resource  Management 
This  product  group  consists  of  the 
PAEAMOUNT/XP™  family,  which  is  a suite  of 
enterprise  resource  management  solutions  for 
performance  management,  service 
management,  capacity  planning,  financial 
management  and  management  reporting. 

Distributed  Database  Management 

The  ACE™  family  of  products  provide 
application-wide  monitoring,  maintenance 
and  testing  of  Oracle  database  environments. 

DB-DELIVERY®  for  DB2  is  a utility  toolkit 
designed  for  DB2. 

Agent-Based  Management 

AgentWorks™  provides  agent-based 
management  of  systems,  networks, 
applications  and  databases. 

Licensing 

Most  of  LEGENT's  products  are  offered  under 
both  perpetual  and  annual  licenses. 

Depending  on  the  product,  the  mainframe 
software  is  either  offered  as  a CPU  license  or 
Site  license.  Both  of  these  license  types  are 
priced  according  to  a tiered  pricing  structure 
in  which  the  product  prices  increase  as  the 
CPU  size  increases.  The  PC  products  are 
generally  available  on  a per  user  basis. 

• The  perpetual  license  includes  maintenance 
and  support  services  during  the  first  year  of 
the  license.  Subsequently,  maintenance  and 
support  services  are  automatically  renewed 
for  annual  periods  unless  canceled  by  the 
customers.  The  maintenance  and  support 
fees  range  from  approximately  15%  to  20% 
of  the  then  current  perpetual  license  fee. 

• The  annual  license  is  structured  so  that  the 
yearly  fee  includes  maintenance  and 
support.  Generally,  annually  licensed 
products  automatically  renew  for 


subsequent  annual  periods.  The  renewal 
fees  are  based  on  a percentage  of  the  then 
current  initial  license  fee,  which  ranges 
from  approximately  15%  to  40%,  depending 
on  the  product. 

Consulting  and  Technology  Services 
LEGENT  offers  consulting  services, 
customization  and  installation,  education  and 
training  , packaged  and  bundled  services  and 
upgrade  assistance. 

The  company  also  facilitates  the  development 
of  real-time  training,  on-line  help  and 
electronic  documentation  for  distributed 
systems  and  workstations,  through  its 
Employee  Performance  Support  (EPS) 
program. 

Clients 

LEGENT’s  products  and  services  are  used  by 
manufacturers,  banks,  insurance  companies, 
utilities  and  federal  and  state  government 
agencies.  Some  of  the  company’s  major 
customers  include  MCI,  Merril  Lynch, 
American  Express  and  U.S.  Postal  Service. 

Marketing  and  Sales 

LEGENT  markets  its  products  and  services 
worldwide  through  its  own  direct  sales  force 
and  by  a select  number  of  independent  agents. 

The  company’s  sales  channel  also  includes  a 
network  of  value-added  resellers  (VARs)  and 
original  equipment  manufacturers  (OEMs). 

Some  well-known  OEMs  include  IBM 
Network  Systems,  Sun,  Novell,  Siemens- 
Nixdorf  and  Hewlett-Packard  who  sell 
LEGENT’s  systems  management  technology 
bundled  with  their  own  products. 

Alliances 

Some  recent  partnerships  formed  by  LEGENT 
are  summarized  on  the  following  page. 
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• In  May  1994,  LEGENT  entered  into  a joint 
development  and  marketing  alliance  with 
Powersoft  Corporation,  to  provide 
client/server  application  developers  with 
integration  between  PowerBuilder 
Enterprise  and  ENDEVOR  workstation. 

• In  April  1994,  the  company  announced  its 
joint  agreement  with  Hewlett-Packard  to 
develop,  market  and  sell  integrated  versions 
of  the  company’s  automated  operations  and 
open  systems  management  products. 

• In  March  1994,  LEGENT  and  IBM  agreed  to 
work  together  to  provide  the  agent 
technology,  designed  for  managing 
distributed  applications.  It  involves  two 
components,  an  agent  software  development 
kit  (ASDK)  and  an  Agent  Management 
System  that  support  the  simple  network 
management  protocol  (SNMP)  standard. 

Competition 

Major  competitors  include  mainframe 
software  vendors  such  as  Computer 
Associates  International,  Inc.,  Boole  & 
Babbage,  Inc.,  Candle  Corporation  and  4th 
Dimension. 


INPUT  Assessment 

LEGENT’s  strengths  include: 

• Size 

• Strong  customer  focus,  with  a range  of 
professional  services,  including  training  and 
consulting 

• Leading  provider  of  systems  management 
software  for  distributed  environment 

• Wide  range  of  products 

• Solutions  portfolio  addresses  the  spectrum 
of  distributed  systems  management  at  over 
12,000  customer  sites  worldwide 

Challenges  for  the  company  over  the  coming 

year  include: 

• Strengthening  its  distributed  systems 
management  market  share 

• Keep  investing  in  technology  as  the 
company  also  invests  in  being  closer  to 
customers. 

• Increasing  global  competition 
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LEGENT  Corporation 


Chairman:  Joe  M.  Henson 

CEO:  Jerre  Stead 

Corporate  Headquarters 

575  Herndon  Parkway 

Herndon,  VA  22070-5226 

Phone:  (703)  708-3000 

Fax:  (703)  708-3956 


Status:  Public 

Employees:  2,700  (9/94) 

Revenue:  $ 501,733,000 

Fiscal  Year  End:  9/30/94 


Key  Points 

• LEGENT  Corporation  is  a supplier  of 
systems  software  and  services  for  the 
management  of  distributed  computing 
across  the  enterprise.  The  company  has 
about  75,000  products  installed  at  more 
than  12,000  customer  sites  worldwide. 

• For  fiscal  1995,  in  order  to  streamline 
operations  and  increase  its  development  and 
marketing  efforts  in  the  distributed  systems 
market,  LEGENT  restructured  its  business 
operations  to  form  four  divisions. 


• In  November  1994,  LEGENT  acquired  the 
Enterprise  Storage  Manager™  (ESM) 
software  product  from  Mission  Critical 
Software,  Inc. 

• In  1994,  the  company  strengthened  its 
technology  base  by  acquiring  four  systems 
software  companies — Performance 
Technology,  Inc.  (PTI),  TeamOne  Systems, 
Inc.,  Lachman  Technology,  Inc.,  and  Digital 
Analysis  Corporation  (DAC).  These 
companies  have  been  grouped  together  to 
form  the  new  Distributed  Systems 
Management  Division. 

• During  1994,  through  internal  product 
development  and  acquisitions,  LEGENT 
introduced  20  new  products  for  the 
distributed  systems  management  market, 
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including  Agent  Works™, 
PARAMOUNT/XP-Performance  Manager™, 
LDM/XP™,  Prevail/XP-Manager™, 
DistribuLink®-UNIX  and  the  ACE™  family 
of  products. 

• During  1994,  the  company  expanded  its 
sales  channels  by  building  a network  of 
value-added  resellers  and  original 
equipment  manufacturers  (OEMs)  that  will 
sell  LEGENT  products  bundled  with  their 
own  products. 

• In  the  first  quarter  of  fiscal  1994,  LEGENT 
launched  its  Cross  Platform  Environment™ 
(XPE)  strategy  to  provide  systems 
management  solutions  for  client/server 
heterogeneous  computer  environments. 

Company  Description 

LEGENT  Corporation  designs,  develops, 
markets,  and  supports  a range  of  systems 
software  products  for  the  management  of 
information  systems  organizations. 

• LEGENT’s  products  support  enterprise-wide 
needs  by  extending  beyond  the  traditional 
IBM  mainframe  environment  to  distributed 
and  heterogeneous  computing  platforms, 
including  VM,  VAX/VMS,  DOS,  OS/2,  UNIX 
and  LANs. 

• The  company’s  systems  software  products 
are  offered  for  data  center  management, 
resource  management,  network 
management  and  applications  management. 

• LEGENT  also  markets  a series  of  computer- 
based  training  and  computer-based 
reference  products  (information  technology 
products  formerly  marketed  by  Goal 
Systems)  designed  to  enhance  employee 
productivity. 

LEGENT  was  formed  in  1989  through  the 
merger  of  Morino  Associates  and  Duquesne 


systems,  two  systems  management  software 
providers. 

Structure  and  Operations 

During  fiscal  1994,  LEGENT  operated 
through  four  business  areas — Systems 
Management,  Networking  Management. 
Applications  Management  and  Professional 
Services.  Effective  October  1,  1994,  LEGENT 
has  reorganized  its  operations  into  the 
following  four  divisions: 

• The  Enterprise  Systems  Management 
Division  (ESM)  focuses  on  the  delivery  of 
data  center  and  distributed  systems 
management  solutions. 

• The  Distributed  Systems  Management 
Division  (DSM)  focuses  on  several 
distributed  systems  management  areas, 
including  trouble  ticketing,  hierarchical 
storage  management,  Oracle  DBA  utilities 
and  agent-based  management. 

• The  Applications  Management  Division 
focuses  on  the  distributed  database,  data 
transport,  software  distribution  and 
software  development  markets. 

• The  Technology  and  Services  Division 
includes  consulting  services  and  employee 
performance  support  (EPS)  products  and 
services. 

The  DSM  division  is  a new  division  which  was 
created  to  include  the  company’s  acquisition  of 
four  software  companies — PTI,  TeamOne, 
Lachman  and  DAC.  The  original  Networking 
Management  Division  and  Applications 
Management  Division  were  consolidated  to 
form  the  new  Applications  Management 
Division. 

Headquartered  in  Herndon  (VA),  the 
company’s  major  U.S.  facilities  are  located  in 
Chicago  (IL),  Columbus  (OH),  Houston  (TX), 
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Jersey  City  (NJ),  Pittsburgh  (PA),  Seattle 
(WA),  Westborough  (MA)  and  Woodland  Hills 
(CA). 

LEGENT  has  its  international  headquarters 
in  Slough  (England). 

• European  offices  are  located  in  Belgium, 
Denmark,  Germany,  Italy,  the  Netherlands, 
France,  the  United  Kingdom,  Spain  and 
Switzerland. 

• The  company  has  Asia/Pacific  offices  in 
Australia,  Singapore  and  Japan. 

• LEGENT  has  wholly  owned  subsidiaries  in 
England,  France,  Italy,  Germany,  Belgium, 
the  Netherlands  and  Australia. 

• The  company’s  international  agents  are 
located  in  Saudi  Arabia,  Argentina, 
Venezuela,  Denmark,  Finland,  Turkey, 
Portugal,  Spain,  Italy,  Brazil,  Korea, 

Sweden  and  Israel. 

Company  Strategy 

LEGENT’s  strategy  is  to  be  the  leader  in 
distributed  systems  management  for 
networks,  applications  and  data.  The 
company  has  taken  its  top  mainframe 
products  and  developed  compatible  solutions 
for  NetWare,  OS/2,  UNIX  and  Windows  NT. 

• In  order  to  better  position  itself  to  serve  this 
expanded  market,  the  company  has  placed 
increased  emphasis  on  adapting  existing 
products,  and  acquiring  and  internally 


developing  new  products,  to  enable  its 
systems  software  products  to  be  used  on 
interconnected  heterogeneous  platforms  as 
well  as  exclusively  non-IBM  platforms. 

• LEGENT  has  followed  an  aggressive 
acquisition  strategy  that  has  helped  fuel  its 
growth. 

• The  company  has  a series  of  relationships 
with  various  vendors  to  expand  the  scope  of 
its  enterprise-wide  solutions. 

LEGENT  launched  a new  Cross  Platform 
Environment™  (XPE)  strategy,  to  provide 
systems  management  solutions  for 
client/server  heterogeneous  computer 
environments.  New  and  distributed  versions 
of  many  of  the  company’s  products  shipped  in 
1994  support  the  XPE  strategy  by  functioning 
in  mainframe,  cross-platform  or  open 
computing  environments. 

In  addition,  the  company  expanded  its  sales 
efforts  by  adding  a network  of  value-added 
resellers  and  OEMs  to  its  distribution 
channels. 

Financials 

LEGENT’s  fiscal  1994  revenue  reached  $501.7 
million,  a 13%  increase  over  fiscal  1993 
revenue  of  $442.2  million.  Net  income 
dropped  10%,  from  $60.4  million  in  fiscal  1993 
to  $54.3  million  in  fiscal  1994. 

A five-year  financial  summary  appears  on  the 
following  page. 
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LEGENT  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

9/94 

9/93 

9/92 

9/91 

9/90 

Revenue 

$501.7 

$442.2 

$426.7 

$349  7 

$290.4 

• Percent  change  from 

previous  year 

13% 

4% 

22% 

20% 

28% 

Income  before  taxes 

$79.4 

$92.9 

$46.8 

$54.3 

$50.3 

• Percent  change  from 

previous  year 

(15%) 

99% 

(14%) 

8% 

11% 

Net  income 

$54.3 

$604 

$27.8 

$36.1 

$32.3 

• Percent  change  from 

(a) 

(a) 

(a) 

previous  year 

(10%) 

117% 

(23%) 

12% 

7% 

Earnings  per  share 

$1.44 

$1.72 

$0.81 

$1.07 

$0.98 

• Percent  change  from 

(a) 

(a) 

(a) 

previous  year 

(16%) 

112% 

(24%) 

9% 

5% 

(a>  Include  special  charges  for  mergers,  restructuring  and  other  activities. 


Revenue  growth  during  fiscal  1994  was 
attributed  primarily  to  the  new  product 
acquisitions  in  1994  and  higher  licensing 
revenue  and  maintenance  and  support  fees. 

• New  sales  grew  16%  to  $276.0  million  and 
accounted  for  55%  of  the  total  revenue  in 
fiscal  1994. 

• The  Networking  Business  had  the  largest 
percentage  increase  (50%)  in  new  sales  due 
to  the  acquisition  of  two  products — MLINK 
and  Paradigm. 

• Renewal  licenses  and  maintenance 
increased  11%  to  $22.2  million  over  fiscal 
1993,  due  to  an  increase  in  the  number  of 
installed  products. 

Research  and  development  expenditures  after 
the  capitalization  of  computer  software 
development  costs  were  approximately  $50.8 
million  (10%  of  revenue)  in  fiscal  1994, 


compared  to  $53.9  million  (12%  of  revenue)  in 
fiscal  1993,  and  $44.2  million  (10%  of  revenue) 
in  fiscal  1992. 

Interim  Results 

Revenue  for  three  months  ending  December 
31,  1994  reached  $122.1  million,  a 6% 
increase  over  $114.7  million  for  the  same 
period  in  1993.  Net  income  for  the  period  rose 
3%,  from  $18.3  million  to  $18.9  million. 

New  sales  for  the  period  grew  3%  to  $61.9 
million,  as  compared  to  $60.3  million  for  fiscal 
1994’s  first  quarter. 

Market  Financials 

LEGENT’s  products  can  be  used  by  all 
industries  or  businesses.  Customers  include 
manufacturers,  banks,  insurance  companies, 
utilities,  and  federal  and  state  government 
agencies. 
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Approximately  55%  of  the  company’s  revenue  maintenance  fees.  A three-vear  summary  of 
was  derived  from  new  sales,  3%  from  source  of  revenue  follows: 

renewable  licenses  and  42%  from 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/94 

9/93 

9/92 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Initial  licenses 

$275.9 

55% 

$238.8 

54% 

$245.9 

58% 

Renewable  licenses 

15.1 

3% 

26.5 

6% 

51.6 

12% 

Maintenance  services 

210.7 

42% 

176.9 

40% 

129.2 

30% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

Revenue  Analysis  by  Product  Line 

One  hundred  percent  of  LEGENT’s  revenue  is 
derived  from  systems  software  products  and 
associated  support  services.  Until  September 
30,  1994,  the  company  operated  through  the 
four  business  areas  shown  in  the  exhibit 
below.  Therefore,  the  revenues  have  been 
broken  down  by  these  business  areas. 


Approximately  66%  of  fiscal  1994  revenue  was 
derived  from  its  Systems  Management 
products,  13%  from  its  Networking 
Management  products,  14%  from  its 
Applications  Management  products  and  7% 
from  support  services.  A three-year  summary 
of  source  of  revenue  follows: 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Product/Service 

9/94 

9/93 

9/92 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Systems  Management 

$329.1 

66% 

$303.0 

68% 

$298.7 

70% 

Networking  Management 

65.1 

13% 

45.1 

10% 

38.4 

9% 

Applications  Management 

71.7 

14% 

56.7 

13% 

51.2 

12% 

Professional  Services 

35.8 

7% 

37.4 

9% 

38.4 

9% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

LEGENT  Corporation 
April  1995 


©INPUT  1995  Reproduction  prohibited. 


Page  5 of  13 


INPUT  Vendor  Profile 


Increase  in  revenue  was  attributed  to  the 

following: 

• The  Systems  Management  division 
accounted  for  59%  of  new  sales  in  1994, 
largely  due  to  the  increased  sales  of  its  VSE 
product  line. 

• The  Networking  Management  division 
contributed  16%  to  new  sales  in  fiscal  1994, 
primarily  due  to  two  acquired 

products — MLINK  and  Paradigm/XP. 

• The  ENDEVOR  product  along  with  the 
acquired  PTI  products  were  major 


contributors  to  the  increase  m new  sales  in 
the  Applications  Management  division, 
which  accounted  for  16%  of  new  sales. 

• The  Services  business  accounted  for  9%  of 
new  sales  in  fiscal  1994. 

Geographic  Markets 

Approximately  63%  of  LEGENT’s  fiscal  1994 
revenue  was  derived  from  North  America  and 
37%  from  international  sales,  primarily  to 
Europe,  Asia  Pacific  and  Japan.  A three-year 
summary  of  source  of  revenue  by  geographic 
markets  follows: 


LEGENT  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

9/94 

9/93 

9/92 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$316.1 

63% 

$256.5 

58% 

$259.7 

61% 

International 

185.6 

37% 

185.7 

42% 

167.0 

39% 

Total 

$501.7 

100% 

$442.2 

100% 

$426.7 

100% 

Geographically,  North  America  operations 
had  the  strongest  new  sales  percentage 
growth,  where  new  sales  grew  30%  in  1994. 

• Internationally,  Asia/Pacific  had  the 
strongest  new  sales  percentage  growth, 
increasing  28%  over  fiscal  1993. 

• European  new  sales  revenue  declined  3% 
due,  in  part,  to  the  low  productivity  of 
German  operations. 

• Japan’s  new  sales  dropped  11%  in  fiscal 
1994. 


Acquisitions 

Acquisitions  made  by  LEGENT  during  the 
past  two  years  include  the  following: 

In  November  1994,  LEGENT  completed  its 
acquisition  of  Enterprise  Storage  Manager™, 
a software  product  from  Mission  Critical 
Software,  Inc.  The  acquisition  was  accounted 
for  as  a purchase. 

In  August  1994,  LEGENT  acquired  Digital 
Analysis  Corporation  (DAC). 

• DAC  is  a provider  of  systems,  network  and 
applications  management  products  for  open 
systems. 
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• This  acquisition  was  accounted  for  as  a 
purchase. 

In  May  1994,  LEGENT  acquired  Lachman 
Technology,  Inc.,  a privately  held  company 
based  in  Naperville  (IL). 

• Lachman  is  a developer  of  networking  and 
storage  management  products  for  open 
systems.  These  products,  combined  with 
LEGENT’s  distributed  systems 
management  products  will  accelerate  the 
company’s  development  of  enterprise-wide 
solutions. 

• At  the  time  of  the  acquisition,  Lachman 
employed  60  people  and  reported  revenues 
of  over  $8  million  in  1993. 

• The  acquisition  was  accounted  for  as  a 
pooling-of-interests. 

In  February  1994,  LEGENT  acquired 
TeamOne  Systems,  Inc. 

• TeamOne  developed  configuration 
management  software  for  the  UNIX 
environment. 

• The  acquisition  was  accounted  for  as  a 
pooling-of-interests. 

In  October  1993,  LEGENT  acquired 
Performance  Technologies,  Inc.  (PTI). 

• PTI’s  products  serve  the  Oracle  environment 
and  will  add  to  LEGENT’s  existing  DB2  and 
AD  ABAS  solutions. 

• The  acquisition  was  accounted  for  as  a 
purchase. 

In  August  1993,  LEGENT  signed  a letter  of 
intent  to  acquire  Networx,  Inc.  of  Bellevue 
(WA). 


• Networx  is  a privately  held  developer  of 
problem  management  applications  for 
client/server  computing. 

• Networx  introduced  Paradigm,  a UNIX- 
based  trouble  ticketing,  help  desk  and 
inventory  management  application  for 
Hewlett-Packard’s  OpenView,  IBM’s 
NetView/6000  and  SunConnect’s  SunNet 
Manager  network  management  systems. 

In  August  1993,  LEGENT  acquired  Corporate 
Microsystems,  Inc.  (CMI),  a Lebanon  (NH)- 
based  provider  of  software  distribution  and 
file  transfer  software  products  (MLINK)  for 
UNIX  and  IBM  OS/2  platforms. 

• This  acquisition  enabled  LEGENT  to  offer 
both  server-based  and  host-based  solutions 
for  software  distribution  and  file  transfer,  as 
well  as  asynchronous  and  TCP/IP  via 
satellite  communications.  The  products 
complemented  the  company’s  DistnbuLink 
host-based  product  for  MVS/SNA 
environments  released  in  early  1993. 

• In  addition  to  acquiring  CMI’s  technology, 
LEGENT  also  gained  access  to  CMI’s  well- 
established  channel  of  over  200  value-added 
reseller  and  OEM  distribution  channels, 
further  extending  the  company’s  reach 
outside  the  traditional  centralized 
information  technology. 

• At  the  time  of  the  acquisition,  CMI  had  42 
employees  and  1,500  customers  with 
approximately  75,000  products  installed. 

In  May  1993,  LEGENT  acquired  National 
DataGuard  Technologies,  Inc.  (NDT),  author 
of  the  LIFEGUARD  automated  disaster 
recovery  product  for  corporate  data  centers. 

• The  acquisition  of  the  privately  held  NDT, 
based  in  Cleveland  (OH),  positioned 
LEGENT  as  the  leader  in  the  disaster 
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recovery  automation  market  and  expanded 
its  line  of  disaster  recovery  products. 

• NDT  merged -with  LEGENT’s  DR  Strategic 
Business  Unit,  based  in  Woodland  Hills 
(CA). 

Employees 

As  of  September  30,  1994,  LEGENT  had 
approximately  2,700  employees  (2,050  in  the 
U.S.  and  Canada,  and  650  international), 
segmented  as  follows: 


Marketing/sales/support 1,300 

Research  and  development 900 

General  and  administration 500 


2,700 

Key  Products  and  Services 

LEGENT’s  systems  products  are  available  for 
a range  of  mainframe  and  distributed  and 
heterogeneous  computing  platforms  including 
VM,  VAX/VMS,  DOS,  OS/2,  UNIX  and  LANs. 
The  company  has  more  than  150  products  and 
services,  and  an  installed  base  of  over  75,000 
products  at  more  than  12,000  customer  sites 
worldwide. 

The  company’s  strategic  platform  is  the  new 
XPE,  a strategy  for  the  unified  management 
of  enterprise  distributed  systems.  Most  new 
products  introduced  by  the  company  support 
this  strategy. 

Some  of  LEGENT’s  primary  products  include: 

• XPErtware-A  message-oriented  software 
providing  applications  communications 
among  multiple  protocols  and  platforms. 

• AgentWorks-An  agent-based  technology  to 
manage  systems,  networks,  applications  and 
databases. 

• Prevail/XP-A  family  of  5 product 
suites — automated  systems  operations, 


output  management,  production  control, 
device  management  and  problem 
management.  It  provides  solutions  for 
enterprise  service  management. 

• PARAMOUNT/XP-A  suite  of  enterprise 
resource  management  solutions  for 
performance  management,  service 
management,  capacity  planning,  financial 
management  and  management  reporting. 

• ENDEVOR-A  suite  of  software  management 
and  administration  products. 

LEGENT’s  products  are  summarized  by 
product  group,  in  the  exhibits  that  follow. 

Most  of  LEGENT's  products  are  offered  under 
both  perpetual  and  annual  licenses. 

Depending  on  the  product,  the  mainframe 
software  is  either  offered  as  a CPU  license  or 
Site  license.  Both  of  these  license  types  are 
priced  according  to  a tiered  pricing  structure 
in  which  the  product  prices  increase  as  the 
CPU  size  increases.  The  PC  products  are 
generally  available  on  a per  user  basis. 

• The  perpetual  license  includes  maintenance 
and  support  services  during  the  first  year  of 
the  license.  Subsequently,  maintenance  and 
support  services  are  automatically  renewed 
for  annual  periods  unless  canceled  by  the 
customers.  The  maintenance  and  support 
fees  range  from  approximately  15%  to  20% 
of  the  then  current  perpetual  license  fee. 

• The  annual  license  is  structured  so  that  the 
yearly  fee  includes  maintenance  and 
support.  Generally,  annually  licensed 
products  automatically  renew  for 
subsequent  annual  periods.  The  renewal 
fees  are  based  on  a percentage  of  the  then 
current  initial  license  fee,  wrhich  ranges 
from  approximately  15%  to  40%,  depending 
on  the  product. 
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Exhibit  A 

LEGENT  Corporation 
Systems  Management  Products 


Product  Line 

Description 

Automated  Systems 
Operations  Products 

" — 1 

AutoMate/MVS 
AutoMate/VM 
AutoMate/XC 
Remote  Console/MVS 
OPS/MVS 
FAQS/ASO  for  VSE 
FAQS/ASO  for  VM 
SYSVIEW/E 

Console  manager  for  MVS 
Console  manager  for  VM 
PC-based  automation  facility 
Remote  terminal  manager 
Console  message  manager  for  MVS 
Console  automation  tool  for  VSE 
Console  automation  for  VM 
MVS  job  monitor 

Output  Management 
Products 

BUNDL 

BUNDL  PCView 

SAR 

SAR/PC 

SAR  for  VSE 

EXPRESS  DELIVERY 

CMA-SPOOL 

JMR  and  SMR 

TransQueue 

Automated  report  distribution  system 

PC  access  to  mainframe  reports 

On-line  viewing  of  computer  output  for  MVS 

Transfers  system  output  to  PCs 

On-line  access  to  VSE  system  output 

Report  distribution  and  tracking 

Spooling  system  for  VTAM  printing 

JOBLOG  and  SYSLOG  management  and  retrieval 

Internetworking  printinq  facility 

Network  Access  Products 

N-Vision 

STX 

TPX 

Windows-based  network  access  product 
IBM  SNA  network-to-X.25  interface 
VTAM-based  session  manager  for  MVS  and  VM 

Production  Control  Products 

Prevail/XP 

Multi-image  Manager 

Single-image  Manager 
EPIC 

FaciliTape 

FAQS/PCS 

JOBTRAC 

JOBTRAC/PC 

RUNTRAC 

Output  management  production  control 
Family  of  products  for  resource  sharing  in 
multiple  operating  environments 
Data  integrity  for  standalone  MVS 
Tape  and  disk  management  products 
for  MVS,  VSE,  and  VM 
Single-step  backup  of  VAX  files  to  IBM  tape 
systems 

Job  scheduling  management  for  VSE 
Job  scheduling  system  for  MVS 
Windows  for  mainframe  scheduling 
Restart  and  rerun  management 

(continued) 
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Exhibit  A 

LEGENT  Corporation 
Systems  Management  Products 

(continued) 


Product  Line 

Description 

Security  and  Disaster 
Recovery  Products 

ALERT 
ARISE  II 
SUNRISE 

Data  security  management  for  CICS,  VM,  VSE 
On-line  disaster  recovery  for  MVS 
Batch  disaster  recovery  for  MVS 

Capacity  Management 
Products 

— 

PARAMOUNT/XP 

OptiModel 

MICS  Capacity  Planner 
MICS  MVS  Model  Generator 

Windows-based  system  to  manage  storage,  network, 
and  performance  resources  across  enterprise  from 
a single  workstation 

PC-based  capacity  and  performance  modeling 
system  for  MVS 

Workload  characterization  and  workload/ 
resource  forecasting 

Performance  prediction  of  service  levels  and 
system  component  usaqe 

Performance  Management 
Products 

NetSpy 

LANSpy 

MICS  SNA  Network  Analyzer 

MICS  Network  Service  Reporter 

TSO/MON 

TSOPLUS 

EXPLORE 

MISC  Data  Integration 
Applications 

MISC  MVS  Performance  Mgr 
PROWL 

Response  time  and  network  monitor 

VAN  performance  monitor 

Network  performance  analysis  and  planning 

Network  performance  reporting 

TSO  management  and  reporting  tool 

Productivity  tool  for  TSO/ISPF 

Family  of  performance  monitors  for 

MVS,  VSE,  CICS/VSE,  CICS/MVS,  VM,  VTAM 

On-line,  distributed,  and  operating  systems  data 

integration,  analysis,  and  reporting  facilities 

MVS  performance  manager 

Programmer  productivity  tool 

Financial  and  Asset 
Management  Products 

MICS  Base  Set 
MICS  EasyReach 
MICS  Accounting  and 
Chargeback 
IS  1AM 

Data  collection,  analysis,  and  reporting 
Host-to-PC  link  for  MICS 
Accounting  and  chargeback  system  for  all 
IS  resources 

Inventory  and  assets  manager 

(continued) 
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Exhibit  A 

LEGENT  Corporation 
Systems  Management  Products 

(continued) 


Product  Line 

Description 

Storage  Management 
Products 

Enterprise  Storage  Manager  (ESM) 
EPIC/VSE 

Open  Storage  Manager  (OSM) 
ASTEX 

MICS  StorageMate 

MICS  DASD  Space  Collector 

MICS  DASD  Space  Analyzer 

DPO 

PMO 

Guick-Fetch 

EXTEND/VSE 

FLEE 

PDSMAN 

Automatic  backup  for  enterprise  file  servers 

Automated  disk  and  tape  management  system 

HSM  solution  for  open  systems 

On-line  performance  manager  for  MVS 

On-line  access 

DASD  storage  manager 

DASD  storage  manager 

DASD  performance  optimizer 

Library  manager 

Program  loading  tool 

Lock  file  replacement  for  VSE 

Program  library  control  for  VSE 

Program  library  control  for  MVS 

VSAM  Storage  Management 
Products 

CREWS 
EXTEN  D/DAS  D 

FAVER 

HYBER-BUF 

MASTERCAT 

Catalog  recovery  and  early  warning  system 
Family  of  data  compression  products  for 
MVS,  VSE,  and  DL/1 
VSAM  backup/restore  system 
Allocation  expert  for  I/O  buffers 
Catalog  navigation  aid  for  MVS  and  VSE 

VSAM  AID 

VSAM  performance  monitor  for  MVS  and  VSE 

Agent  Management  Products 

AgentWorks 

Agent-based  management  of  systems,  networks, 
applications  and  databases 

Exhibit  B 

LEGENT  Corporation 

Networking  Management  Software  Products 


Product  Line 

Description 

Distribution  Management 

Products 

XCOM  6.2 

File  transfer  tools 

XCOM/SDS 

Software  distribution  system 

DistribuLink 

Electronic  software  distribution  system 

MLINK 

Software  distribution  and  file  transfer  systems 

Problem  Management  Products 

Paradigm/XP 

Enterprise  problem  management  products 
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Exhibit  C 

LEGENT  Corporation 

Applications  Management  Software  Products 


Product  Line 

Description 

Software  Management 
Products 

ENDEVOR/MVS 

Software  management  for  MVS 

ENDEVOR/DB 

Runs  in  the  CA-IDMS/DB  dictionary-driven 
environment 

ENDEVOR/CSP 

For  applications  developed  in  CSP 

ENDEVOR/DB2 

Manages  DB2  applications  and  resources 

ENDEVOR  Workstation 

Software  management  for  DOS,  Windows, 
and  OS/2  environments 

ENDEVOR  Link 
PDM 

Links  files  across  workstations,  LANs, 
and  host  platforms 

Integrates  packaged  applications  with 
in-house  customizations 

Database  Tools 

ACE 

Distributed  management  tools 

INSIGHT  for  DB2 

Performance  monitor  for  DB2 

In2itive  for  DB2 
PARITY 

DB-Delivery  for  DB2 

Expert  system-based  trend  analysis 
Tool  set  for  managing  DB2  development 
and  performance 

Utility  toolkit  for  DB2 

APAS/INSIGHT 

Performance  monitoring  for  ADABAS 

DBAUDIT 

Validates  logical  integrity  of  and  ADABAS 
data  base 

ADAREORG 

MVS  tool  for  restructuring  ADABAS 
data  bases 

ADASTRIP 

Multiple  sequential  output  files 

PLEU 

ADABAS  utility 

QDUMP 

Data  base  backup  and  recovery  for  ADABAS 

Spaceman 

Automated  space  manaqer  for  ADABAS 

Employee  Performance 
Support  Products 

EXPLAIN 

On-line  reference  and  help  across  mainframes, 
micros,  and  LANs 

PHOENIX 

Automated  training  in  mainframe  and  DOS-based 
micro  environments 

PREFERENCE 

Quick  help  specific  to  each  user's  needs 

SYLLABUS 

Automated  training  on  graphical  user 
interface  environments 

Clients 

LEGENT’s  products  and  services  are  used  by 
manufacturers,  banks,  insurance  companies, 
utililties  and  federal  and  state  government 
agencies. 


Marketing  and  Sales 

LEGENT  markets  its  products  and  services 
worldwide  through  its  own  direct  sales  force 
and  by  a select  number  of  independent  agents. 
The  company’s  sales  channel  also  includes  a 
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network  of  value-added  resellers  (VARs)  and 
original  equipment  manufacturers  (OEMs). 
Some  well-known  OEMs  include  IBM 
Network  Systems,  Sun,  Novell,  Siemens- 
Nixdorf  and  Hewlett-Packard  who  sell 
LEGENT’s  systems  management  technology 
bundled  with  their  own  products. 

Alliances 

Recent  partnerships  formed  by  REGENT 
include: 

• In  May  1994,  LEGENT  entered  into  a joint 
development  and  marketing  alliance  with 
Powersoft  Corporation,  to  provide 
client/server  application  developers  with 
integration  between  PowerBuilder 
Enterprise  and  ENDEVOR  workstation. 

• In  April  1994,  the  company  announced  its 
joint  agreement  with  Hewlett-Packard  to 
develop,  market  and  sell  integrated  versions 
of  the  company’s  automated  operations  and 
open  systems  management  products. 

• In  March  1994,  LEGENT  and  IBM  agreed  to 
work  together  to  provide  the  agent 
technology,  designed  for  managing 
distributed  applications.  It  involves  two 
components,  an  agent  software  development 
kit  (ASDK)  and  an  Agent  Management 
System  that  support  the  simple  network 
management  protocol  (SNMP)  standard. 

Competition 

Major  competitors  include  mainframe 
software  vendors  such  as  Computer 
Associates  International,  Inc.,  Boole  & 
Babbage.  Inc.,  Candle  Corporation  and  4th 
Dimension. 


INPUT  Assessment 

LEGENT’s  strengths  include: 

• Size 

• Strong  customer  focus,  with  a range  of 
professional  services,  including  training  and 
consulting 

• Wide  range  of  products 

Challenges  for  the  company  over  the  coming 

year  include: 

• Strengthening  its  distributed  systems 
management  market  share. 

• Increasing  synergy  between  divisions. 
Traditionally,  the  company  has  been  run  as 
a collection  of  independent  units,  with  little 
marketing  synergy. 

• Keep  investing  in  technology  as  the 
company  also  invests  in  being  closer  to 
customers. 
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LEGENT  CORPORATION 

575  Herndon  Parkway 
Herndon,  VA  22070-5226 
Phone:  (703)708-3000 


Chairman: 
President  & CEO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Joe  M.  Henson 
John  F.  Burton 
Public  Corporation 
NASDAQ 
2,100  (9/92) 
$426,701,000 
9/30/92 


Key  Points 


Three  strategic  acquisitions  made  by  LEGENT  during  1992 
contributed  a total  of  $188.4  million  to  revenue. 

- LEGENT's  merger  with  Goal  Systems  made  LEGENT  the  clear 
leader  in  automated  systems  operations  and  automated  output 
management  systems  software  products. 

- The  acquisition  of  CMA  Software  added  functionality  in  the  area 
of  automated  output  management  and  gave  LEGENT  a highly 
regarded  European  development  organization 

- The  acquisition  of  Spectrum  Concepts  added  the  XCOM  family 
of  distribution  management  products. 

LEGENT's  fastest  growing  product  line  is  applications  management 
(ENDEVOR),  with  new  license  sales  up  45%  during  fiscal  1992. 

LEGENT  is  significantly  expanding  its  presence  in  client/server  and 
continues  to  provide  additional  support  and  development  for 
Windows. 

The  acquisition  of  Corporate  Microsystems  in  August  1993  has 
extended  LEGENT's  recently  announced  file  transfer  and  software 
distribution  system,  known  as  DistribuLink,  beyond  MVS  host-based 
platforms,  to  include  products  for  UNIX  and  OS/2  client/server 
environments. 
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Company 

Description 


Strategy 


LEGENT  Corporation  develops,  markets,  and  supports  a range  of 
systems  software  products  for  the  management  of  information  systems 
organizations. 

■ LEGENT's  products  service  enterprise-wide  needs  by  extending 
beyond  the  traditional  IBM  mainframe  environment  to  distributed 
and  heterogeneous  computing  platforms,  including  VM,  VAX/VMS, 
DOS,  OS/2,  and  LANs. 

• Systems  software  products  are  offered  for  data  center  management, 
resource  management,  network  management,  and  applications 
management. 

■ LEGENT  also  markets  a series  of  computer-based  training  and 
computer-based  reference  products  (Information  Technology 
products  formerly  marketed  by  Goal  Systems)  designed  to  enhance 
employee  productivity. 

• LEGENT  currently  has  64,000  products  in  use  at  10,000  customer 
sites  worldwide. 

A key  component  of  LEGENT's  business  is  the  Strategic  Business 
Units  which  concentrate  on  high  growth  areas.  Focused  resources  are 
applied  in  research,  development,  and  marketing  to  continue  delivery 
of  advanced  solutions.  These  business  units  offer  products  for  VSE 
data  center  management,  inter-platform  communications,  automated 
disaster  recovery,  data  base  tools,  and  information  technology 
employee  performance  support  tools  and  services. 


LEGENT  believes  that  the  diversity  of  computing  platforms  now  being 
used  in  many  commercial  data  centers  represents  a market  for  its 
systems  software  products  beyond  that  represented  by  IBM  platforms. 

• In  order  to  better  position  itself  to  serve  this  expanded  market, 
LEGENT  has  placed  increased  emphasis  on  adapting  existing 
products,  and  acquiring  and  internally  developing  new  products,  to 
enable  its  systems  software  products  to  be  used  on  interconnected 
heterogeneous  platforms  as  well  as  exclusively  non-IBM  platforms. 

• LEGENT  has  announced  a series  of  relationships  with  various 
vendors  to  expand  the  scope  of  its  enterprise-wide  solutions. 

LEGENT  is  aggressively  expanding  the  company's  presence  in 
client/server  computing  and  its  commitment  to  Windows-based 
computing. 
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LEGENT  has  extended  its  Enterprise  Software  Licensing  program  to 
provide  customers  with  flexibility  and  budget  predictability  as  they 
move  into  client/server  computing.  Options  in  the  program  include: 

• Capacity-based,  or  MIPS-based  pricing,  based  on  the  processing 
capacity  of  the  computer  on  which  the  software  operates 

• Tiered  pricing,  based  on  the  CPU  group  on  which  the  software 
operates 

• Site  licensing,  based  on  the  site  at  which  the  software  operates 

• User  pricing,  based  on  the  number  of  users  who  use  the  software 


Financials  LEGENT’s  fiscal  1992  revenue  reached  $426.7  million,  a 22%  increase 

over  fiscal  1991  revenue  of  $349.7  million.  Net  income  of  $27.8  million 
for  fiscal  1992  includes  merger  and  related  costs  of  $42.2  million 
associated  with  the  three  acquisitions  made  during  the  year. 

In  the  five-year  summary  that  follows,  financials  have  been  restated  to 
reflected  the  pooling-of-interests  acquisition  of  Goal  Systems  and 
Spectrum  Concepts. 


LEGENT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/92 

9/91 

9/90 

9/89 

9/88 

Revenue 

• Percent  increase 

$426.7 

$349.7 

$290.4 

$226.8 

$169.0 

from  previous  year 

22% 

20% 

28% 

34% 

N/A 

Income  before  taxes 

$46.8 

$54.3 

$50.3 

$45.5 

$35.2 

• Percent  increase 
(decrease)  from 

(a) 

(a) 

previous  year 

(14%) 

8% 

11% 

29% 

N/A 

Net  income 

$27.8 

$36.1 

$32.3 

$30.1 

$22.7 

• Percent  increase 
(decrease)  from 
previous  year 

(23%) 

12% 

7% 

33% 

N/A 

Earnings  per  share 

$0.81 

$1.07 

$0.98 

$0.93 

$0.73 

• Percent  increase 

(decrease)  from 
previous  year 

(24%) 

9% 

5% 

27% 

N/A 

(a)  Includes  merger  and  related  costs  of  $42.2  million  in  fiscal  1992  and  Goal  Systems'  restructuring 
charges  of  $3.2  million  in  fiscal  1992  and  $3.2  million  in  fiscal  1991. 
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Market  Financials 


Revenue  growth  during  1992  was  attributed  primarily  to  increased  new 
sales  and  maintenance,  while  renewable  licenses  were  relatively 
constant. 

• New  sales  grew  24%,  with  the  strongest  new  sales  percentage 
occurring  in  the  Applications  Management  product  line  where  new 
sales  grew  by  45%. 

• The  product  with  the  largest  percentage  increase  in  new  license  sales 
was  XCOM,  which  more  than  double  new  license  sales  from  1991  to 
$14.6  million. 

• ENDEVOR's  new  license  sales  increased  34%  to  $26.6  million 

• EXPRESS  DELIVERY  had  an  increase  in  new  license  sales  of  57%. 

• The  MICS  product  increased  new  license  sales  70%  to  $15.8  million. 

• Renewal  licenses  and  maintenance  increased  5%  and  27%, 
respectively,  due  mainly  to  an  increase  in  the  number  of  installed 
products. 

Revenue  for  the  nine  months  ending  June  30,  1993  reached  $319.3 
million,  a 6%  increase  over  $302.3  million  for  the  same  period  in  1992. 
Net  income  reached  $46.7  million,  a 32%  increase  over  $35.4  million 
for  the  same  period  a year  ago. 

• LEGENT  management  has  stated  that  earnings  in  the  June  quarter 
were  impacted  from  a shortfall  in  expected  new  license  revenue  in 
certain  areas  of  North  America  and  Germany. 

• The  company  has  implemented  a number  of  changes  in  its  sales 
organization,  including  the  elimination  of  a management  layer 
between  North  American  field  management  and  the  executive  vice 
president  of  North  American  sales  in  order  to  get  sales  executives 
closer  to  the  customer. 


LEGENT's  products  can  be  used  by  all  industries  or  businesses. 
Customers  include  manufacturers,  banks,  insurance  companies, 
utilities,  and  federal  and  state  government  agencies. 

One  hundred  percent  of  LEGENT’s  revenue  is  derived  from  systems 
software  products  and  associated  support  services.  About  58%  of 
revenue  was  derived  from  new  sales,  12%  from  renewable  licenses,  and 
30%  from  maintenance  fees.  A three-year  summary  of  source  of 
revenue  follows: 
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LEGENT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/92 

9/91 

9/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Initial  licenses 

$245.9 

58% 

$198.3 

57% 

$171.1 

59% 

Renewable  licenses 

51.6 

12% 

49.3 

14% 

43.0 

15% 

Maintenance  services 

129.2 

30% 

102.1 

29% 

76.3 

26% 

TOTAL 

$426.7 

100% 

$349.7 

100% 

$290.4 

100% 

Geographic  Approximately  61%  of  LEGENT's  fiscal  1992  revenue  was  derived 

Markets  from  North  America  and  39%  from  international  sales,  primarily  to 

Western  Europe,  Japan,  and  Australia. 

A three-year  summary  of  revenue  follows: 


LEGENT  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/92 

9/91 

9/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$259.7 

61% 

$220.5 

63% 

$182.5 

63% 

International 

167.0 

39% 

129.2 

37% 

107.9 

37% 

TOTAL 

$426.7 

100% 

$349.7 

100% 

$290.4 

100% 

Geographically,  the  European  operations  had  the  strongest  new  sales 
percentage  growth,  where  new  sales  grew  39%  to  $96.1  million. 

• In  the  North  American  and  Asia  Pacific  areas,  new  sales  grew  16% 
and  36%,  respectively,  while  in  Japan  new  sales  declined  by  4%. 

• Contributing  to  the  growth  in  total  new  sales  was  an  expanded  sales 
force  and  higher  prices. 
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Operations/ 

Structure 


Acquisitions 


In  addition  to  its  headquarters  in  Vienna  (VA),  principal  U.S. 
operations  centers  are  in  Pittsburgh  (PA),  New  York  City  (NY),  Santa 
Ana  and  Woodland  Hills  (CA),  Houston  (TX),  Westborough  (MA), 
and  Columbus  (OH). 

LEGENT  has  its  international  headquarters  in  Slough  (England). 
Additional  offices  are  in  Belgium,  Denmark,  France,  Germany,  Italy, 
Japan,  Spain,  the  Netherlands,  Australia,  Singapore,  and  Canada. 

• The  company  has  wholly  owned  subsidiaries  in  England,  France, 
Italy,  Germany,  Belgium,  the  Netherlands,  and  Australia. 

• LEGENT  Japan  is  responsible  for  marketing  and  supporting  the 
company's  products  in  Japan. 

LEGENT  also  has  international  agents  in  Finland,  Israel,  Turkey, 
Sweden,  Portugal,  Saudi  Arabia,  Korea,  and  South  America. 


In  August  1993,  LEGENT  signed  a letter  of  intent  to  acquired 

Networx,  Inc.  of  Bellevue  (WA). 

• Networx  is  a privately  held  developer  of  problem  management 
applications  for  client/server  computing. 

• Networx  recently  introduced  Paradigm,  a UNIX-based  trouble 
ticketing,  help  desk,  and  inventory  management  application  for 
Hewlett  Packard's  OpenView,  IBM's  NetView/6000  and 
SunConnect's  SunNet  Manager  network  management  systems. 

In  August  1993,  LEGENT  acquired  Corporate  Microsystems,  Inc. 

(CMI),  a Lebanon  (NH)-based  provider  of  software  distribution  and 

file  transfer  software  products  (MLINK)  for  UNIX  and  IBM  OS/2 

platforms. 

• With  the  acquisition,  LEGENT  now  offers  both  server-based  and 
host-based  solutions  for  software  distribution  and  file  transfer,  as 
well  as  asynchronous  and  TCP/IP  via  satellite  communications.  The 
products  complement  LEGENT's  DistribuLink  host-based  product 
for  MVS/SNA  environments  released  earlier  this  year.. 

• In  addition  to  acquiring  CMI's  technology,  LEGENT  also  gains 
access  to  CMI's  well-established  channel  of  over  200  value-added 
reseller  and  OEM  distribution  channels,  further  extending 
LEGENT's  reach  outside  the  traditional  centralized  information 
technology. 
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• CMI,  with  42  employees,  currently  has  1,500  customers  and 
approximately  75,000  products  installed. 

In  May  1993,  LEGENT  acquired  National  DataGuard  Technologies, 
Inc.  (NDT),  author  of  the  LIFEGUARD  automated  disaster  recovery 
product  for  corporate  data  centers. 

• The  acquisition  of  the  privately  held  NDT,  based  in  Cleveland  (OH), 
positions  LEGENT  as  the  leader  in  the  disaster  recovery  automation 
market  and  expands  its  line  of  disaster  recovery  products. 

• NDT  will  merge  with  LEGENT's  DR  Strategic  Business  Unit,  based 
in  Woodland  Hills  (CA). 

In  August  1992,  LEGENT  completed  its  merger  with  Goal  Systems 
International  Inc.  of  Columbus  (OH)  for  approximately  10  million 
shares  of  LEGENT  common  stock. 

• Goal  marketed  and  supported  a range  of  MVS,  VM,  and  VSE  data 
center  management  systems  software  products;  computer-based 
training  and  computer-based  reference  products;  and  associated 
professional  services. 

• Goal,  with  about  900  employees,  reported  revenue  of  $127.8  million 
and  net  income  of  $8.2  million  for  its  fiscal  year  ending  January  31, 
1992. 

• The  operations  of  Goal  have  been  merged  into  LEGENT. 

In  March  1992,  LEGENT  acquired  50%  of  the  stock  of  CMA  Software 
A/S  for  $5.3  million  and  received  an  option  to  acquire  the  remaining 
50%  of  CMA's  stock  for  an  additional  $5.3  million  in  December  1993. 
CMA  is  a Danish  company  that  provides  automated  output 
management  systems  software  products. 

In  January  1992,  LEGENT  completed  a merger  with  Spectrum 
Concepts,  Inc.  of  New  York  (NY),  paying  1.3  million  LEGENT  shares 
for  the  company  in  a pooling-of-interests  transaction. 

• Spectrum  provides  software  systems  for  connecting  and  distributing 
information  with  its  XCOM  6.2  file  transfer  capability  and  its  SDS 
software  distribution  system,  providing  a foundation  for  developing 
enterprise-wide  applications-such  as  recovery  management, 
configuration  and  asset  management,  report  distribution,  remote 
printing,  and  the  universal  collection  of  store  and  forward  facilities— 
across  20  various  computing  platforms. 
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Employees 


Key  Products 
and  Services 


• Spectrum  had  about  150  employees  at  the  time  of  the  acquisition, 
1991  revenues  of  $15  million,  and  300  customers. 

In  August  1991,  LEGENT  acquired  the  PARITYR  tool  set  for 
managing  DB2  development  and  performance. 

In  December  1990,  LEGENT  acquired  FlexLINK  International 
Corporation,  a privately  held  company  based  in  Renton  (WA). 
FlexLINK's  MetaNet™  architecture,  independent  of  platform, 
operating  system,  and  network  protocol,  has  been  used  by  LEGENT  to 
address  enterprise-wide  interoperability  needs. 

In  November  1989,  LEGENT  acquired  Business  Software  Technology 
(BST)  of  Westborough  (MA).  BST,  with  fiscal  1989  revenue  of  $14.7 
million,  developed  the  ENDEVOR  product  family  of  tools  for 
automating  and  controlling  software  development  and  maintenance. 


As  of  September  30,  1992,  LEGENT  had  2,100  employees  (generating 
revenue  of  $203,191  per  employee),  segmented  as  follows: 


Number 

Percent 
of  Total 

Marketing/sales 

900 

43% 

Product  development  and  support 

800 

38% 

General  and  administrative 

400 

19% 

TOTAL 

2,100 

100% 

LEGENT's  systems  products  are  available  for  a range  of  mainframe 
and  distributed  and  heterogeneous  computing  platforms  including  VM, 
VAX/VMS,  DOS,  and  OS/2.  The  company  has  over  64,000  copies  of 
its  various  products  installed  at  more  than  10,000  customer  sites 
worldwide. 

A two  year  summary  of  source  of  revenue  by  product  line  follows: 
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LEGENT  CORPORATION 
TWO-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/92 

9/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Data  Center  Management 

$156.3 

37% 

$126.5 

36% 

Resource  Management  (a) 

156.1 

37% 

132.0 

38% 

Applications  Management 

69.1 

16% 

47.9 

14% 

Information  Technology  (b) 

26.4 

6% 

27.2 

8% 

Other 

17.2 

4% 

16.0 

4% 

TOTAL 

$426.7 

100% 

$349.7 

100% 

(a)  Includes  network  management  products. 

(b)  Includes  employee  performance  support  products. 


LEGENT  currently  offers  three  major  groups  of  products,  as  shown  in 

the  exhibits. 

• Data  Center  Management  products  work  together  and  interface  with 
other  vendor  software  to  provide  integrated  solutions  for  operations 
productivity  and  quality  management.  These  tools  span  the  most 
popular  hardware  and  operating  systems  to  collect  data  and  control 
operations  in  most  computing  environments. 

• Resource  Management  products  provide  solutions  to  optimize  the 
productivity  of  mission-critical  hardware  and  software  in  the 
functional  areas  of  capacity,  performance,  storage,  accounting,  and 
inventory  tracking.  Products  in  this  category  also  include  network 
management  products  to  help  managers  monitor  and  enhance 
network  performance,  allow  secure  user  access,  and  establish  vital 
links  between  disparate  systems. 

• Applications  Management  products  provide  integrated  solutions  for 
the  control  of  software  applications  for  managing  data  bases  and  for 
building,  managing,  and  distributing  software  applications. 

LEGENT  also  offers  a series  of  employee  performance  support 
(information  technology)  products  to  ensure  that  employees  through 
client  organizations  have  the  education,  training,  and  support 
services  to  effectively  learn  and  use  application  programs. 
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EXHIBIT  A 

LEGENT  CORPORATION 
DATA  CENTER  MANAGEMENT  PRODUCTS 


Product  Line 

Description 

Automated  Systems 
Operations  Products 

AutoMate/MVS 
AutoMate/VM 
AutoMate/XC 
Remote  Console/MVS 
OPS/MVS 
FAQS/ASO  for  VSE 
FAQS/ASO  for  VM 
SYSVIEW/E 

Console  manager  for  MVS 
Console  manager  for  VM 
PC-based  automation  facility 
Remote  terminal  manager 
Console  message  manager  for  MVS 
Console  automation  tool  for  VSE 
Console  automation  for  VM 
MVS  job  monitor 

Output  Management 
Products 

BUNDL 

BUNDL  PCView 
SAR 

SAR/PC 
SAR  for  VSE 
EXPRESS  DELIVERY 
CMA-SPOOL 
JMR  and  SMR 
TransQueue 

Automated  report  distribution  system 

PC  access  to  mainframe  reports 

On-line  viewing  of  computer  output  for  MVS 

Transfers  system  output  to  PCs 

On-line  access  to  VSE  system  output 

Report  distribution  and  tracking 

Spooling  system  for  VTAM  printing 

JOBLOG  and  SYSLOG  management  and  retrieval 

Internetworking  printing  facility 

Network  Access  Products 

N-Vision 

STX 

TPX 

Windows-based  network  access  product 
IBM  SNA  network-to-X.25  interface 
VTAM-based  session  manager  for  MVS  and  VM 

Production  Control  Products 

Multi-image  Manager 

Single-image  Manager 
EPIC 

FaciliTape 

FAQS/PCS 

JOBTRAC 

JOBTRAC/PC 

RUNTRAC 

Family  of  products  for  resource  sharing  in 

multiple  operating  environments 

Data  integrity  for  standalone  MVS 

Tape  and  disk  management  products 

for  MVS,  VSE,  and  VM 

Single-step  backup  of  VAX  files  to  IBM  tape 

systems 

Job  scheduling  management  for  VSE 
Job  scheduling  system  for  MVS 
Windows  for  mainframe  scheduling 
Restart  and  rerun  management 

Security  and  Disaster 
Recovery  Products 

ALERT 
ARISE  II 
SUNRISE 

Data  security  management  for  CICS,  VM,  VSE 
On-line  disaster  recovery  for  MVS 
Batch  disaster  recovery  for  MVS 
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EXHIBIT  B 

LEGENT  CORPORATION 

RESOURCE  MANAGEMENT  SOFTWARE  PRODUCTS 


Product  Line 

Description 

Capacity  Management 
Products 

PARAMOUNT 
network,  and 

Windows-based  system  to  manage  storage, 

OptiModel 

performance  resources  across  enterprise  from 
a single  workstation 

PC-based  capacity  and  performance  modeling 
system  for  MVS 

MICS  Capacity  Planner 

Workload  characterization  and  workload/ 
resource  forecasting 

MICS  MVS  Model  Generator 

Performance  prediction  of  service  levels  and 
system  component  usage 

Performance  Management 
Products 

NetSpy 
LAN Spy 

MICS  SNA  Network  Analyzer 

MICS  Network  Service  Reporter 

TSO/MON 

TSOPLUS 

EXPLORE 

Response  time  and  network  monitor 

VAN  performance  monitor 

Network  performance  analysis  and  planning 

Network  performance  reporting 

TSO  management  and  reporting  tool 

Productivity  tool  for  TSO/ISPF 

Family  of  performance  monitors  for 

MVS,  VSE,  CICS/VSE,  CICS/MVS,  VM,  VTAM 

Ml  SC  Data  Integration 
Applications 

MISC  MVS  Performance  Mgr 
PROWL 

On-line,  distributed,  and  operating  systems  data 
integration,  analysis,  and  reporting  facilities 
MVS  performance  manager 
Programmer  productivity  tool 

Financial  and  Asset 
Management  Products 

MICS  Base  Set 
MICS  EasyReach 
MICS  Accounting  and 
Chargeback 
IS  1AM 

Data  collection,  analysis,  and  reporting 
Host-to-PC  link  for  MICS 
Accounting  and  chargeback  system  for  all 
IS  resources 

Inventory  and  assets  manager 

Storage  Management 
Products 

ASTEX 

MICS  StorageMate 

MICS  DASD  Space  Collector 

MICS  DASD  Space  Analyzer 

DPO 

PMO 

Quick-Fetch 

EXTEND/VSE 

FLEE 

PDSMAN 

On-line  performance  manager  for  MVS 

On-line  access 

DASD  storage  manager 

DASD  storage  manager 

DASD  performance  optimizer 

Library  manager 

Program  loading  tool 

Lock  file  replacement  for  VSE 

Program  library  control  for  VSE 

Program  library  control  for  MVS 

(continued) 
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EXHIBIT  B (cont.) 

LEGENT  CORPORATION 

RESOURCE  MANAGEMENT  SOFTWARE  PRODUCTS 


Product  Line 

Description 

VSAM  Storage  Management 
Products 

CREWS 

EXTEND/DASD 

FAVER 

HYBER-BUF 

MASTERCAT 

VS  AM  AID 

Catalog  recovery  and  early  warning  system 
Family  of  data  compression  products  for 
MVS,  VSE,  and  DL/1 
VSAM  backup/restore  system 
Allocation  expert  for  I/O  buffers 
Catalog  navigation  aid  for  MVS  and  VSE 

VSAM  performance  monitor  for  MVS  and  VSE 

Most  of  LEGENT's  products  are  offered  under  both  perpetual  and 
annual  licenses.  Depending  on  the  product,  the  mainframe  software  is 
either  offered  as  a CPU  license  or  Site  license.  Both  of  these  license 
types  are  priced  according  to  a tiered  pricing  structure  in  which  the 
product  prices  increase  as  the  CPU  size  increases.  The  PC  products 
are  generally  available  on  a per  user  basis. 

• The  perpetual  license  includes  maintenance  and  support  services 
during  the  first  year  of  the  license.  Subsequently,  maintenance  and 
support  services  are  automatically  renewed  for  annual  periods  unless 
canceled  by  the  customers.  The  maintenance  and  support  fees  range 
from  approximately  15%  to  20%  of  the  then  current  perpetual 
license  fee. 

• The  annual  license  is  structured  so  that  the  yearly  fee  includes 
maintenance  and  support.  Generally,  annually  licensed  products 
automatically  renew  for  subsequent  annual  periods.  The  renewal 
fees  are  based  on  a percentage  of  the  then  current  initial  license  fee, 
which  ranges  from  approximately  15%  to  40%,  depending  on  the 
product. 
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EXHIBIT  C 

LEGENT  CORPORATION 

APPLICATIONS  MANAGEMENT  SOFTWARE  PRODUCTS 


Product  Line 

Description 

Software  Management 
Products 

ENDEVOR/MVS 

Software  management  for  MVS 

ENDEVOR/DB 

Runs  in  the  CA-IDMS/DB  dictionary-driven 
environment 

ENDEVOR/CSP 

For  applications  developed  in  CSP 

ENDEVOR/DB2 

Manages  DB2  applications  and  resources 

ENDEVOR  Workstation 

Software  management  for  DOS,  Windows, 
and  OS/2  environments 

ENDEVOR  Link 

Links  files  across  workstations,  LANs, 
and  host  platforms 

PDM 

Integrates  packaged  applications  with 
in-house  customizations 

Distribution  Management 
Products 

XCOM  6.2 

File  transfer  tools 

XCOM/SDS 

Software  distribution  system 

DistribuLink 

Electronic  software  distribution  system 

MLINK 

Software  distribution  and  file  transfer  systems 

Database  Tools 

INSIGHT  for  DB2 

Performance  monitor  for  DB2 

In2itive  for  DB2 

Expert  system-based  trend  analysis 

PARITY 

Tool  set  for  managing  DB2  development 
and  performance 

DB-Delivery  for  DB2 

Utility  toolkit  for  DB2 

APAS/INSIGHT 

Performance  monitoring  for  ADABAS 

DBAUDIT 

Validates  logical  integrity  of  and  ADABAS 
data  base 

ADAREORG 

MVS  tool  for  restructuring  ADABAS 
data  bases 

ADASTRIP 

Multiple  sequential  output  files 

PLEU 

ADABAS  utility 

QDUMP 

Data  base  backup  and  recovery  for  ADABAS 

Spaceman 

Automated  space  manager  for  ADABAS 

Employee  Performance 
Support  Products 

EXPLAIN 

On-line  reference  and  help  across  mainframes, 
micros,  and  LANs 

PHOENIX 

Automated  training  in  mainframe  and  DOS-based 
micro  environments 

PREFERENCE 

Quick  help  specific  to  each  user's  needs 

SYLLABUS 

Automated  training  on  graphical  user 
interface  environments 

September  1993 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


Page  13  of  14 


LEGENT  CORPORATION 


INPUT 


Marketing 
and  Sales 

LEGENT's  products  and  services  are  marketed  throughout  the  world 
by  its  own  direct  sales  personnel  and  by  a select  number  of  independent 
agents. 

Alliances 

LEGENT  has  a cooperative  marketing  and  joint  development 
relationship  with  Sun  Microsystems  to  bring  LEGENT's  systems 
management  tools  to  Sun's  SPARC/Solaris  platform  and  will  support 
the  OPEN  LOOK  graphical  user  interface. 

LEGENT  has  licensed  two  key  enabling  technologies,  the  Galaxy 
Application  Environment  from  Visix  Software  Inc.  and  PIPES  Platform 
for  PeerLogic,  Inc.  to  expand  LEGENT's  software  management,  file 
transfer,  and  software  distribution  throughout  the  enterprise. 

LEGENT  is  a Microsoft  System  Management  Partner  for  Windows. 

Competitors 

Major  competitors  include  Computer  Associates,  Candle,  and  Boole  & 
Babbage. 
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LEGENT  CORPORATION  Joe  M.  Henson,  Chairman  and  CEO 

8615  Westwood  Center  Drive  John  F.  Burton,  President  and  COO 

Vienna,  VA  22182-2218  Public  Corporation,  NASDAQ 

(703)734-9494  Total  Employees:  1,138(9/91) 


Total  Revenue,  Fiscal  Year  End 
9/30/91:  $203,267,000 

The  Company 

LEGENT  Corporation  develops,  markets,  and  supports  a range  of 
systems  software  products  designed  to  improve  the  enterprise-wide 
management  of  the  data  processing,  network,  and  application 
resources  of  corporate  information  services  (IS)  organizations. 

In  early  April  1992,  LEGENT  announced  plans  to  acquire  Goal 
Systems  International  Inc.  of  Columbus  (OH)  in  a stock  transaction 
valued  at  approximately  $400  million. 

• The  merger  agreement  calls  for  LEGENT  to  issue  about  a-half  a 
share  of  LEGENT  common  stock  for  each  share  of  Goal  stock 
outstanding.  This  is  equivalent  to  about  $21  for  each  Goal  share. 

• Goal  markets  and  supports  a range  of  MVS,  VM,  and  VSE  data 
center  management  systems  software  products;  computer-based 
training  (CBT)  and  computer-based  reference  (CBR)  products; 
and  associated  professional  services. 

• Goal,  with  about  900  employees,  reported  revenue  of  $127.8 
million  and  net  income  of  $8.2  million  for  its  fiscal  year  ending 
January  31,  1992. 

• The  proposed  merger,  to  be  accounted  for  as  a pooling-of- 
interests  transaction,  remains  subject  to  shareholder  and 
regulatory  approvals,  with  both  companies  anticipating  the 
closing  by  July  31,  1992. 

• In  total,  the  combined  company  will  employ  over  2,000  people  in 
some  65  offices  and  12  product  development  centers  and  will 
serve  approximately  10,000  customers  with  nearly  65,000 
products  in  use. 
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LEGENT's  current  strategy  is  to  offer  IS  organizations  a technical 
strategy  that  is  based  on  a cooperative  architecture  and  expandable 
solutions. 

• LEGENT  fully  supports  SystemView,  IBM's  enterprise-wide 
systems  management  strategy. 

• Increasingly,  the  company's  products  and  services  extend  beyond 
the  traditional  IBM  mainframe  environment  to  distributed  and 
heterogeneous  computing  platforms. 

Effective  October  1,  1991,  LEGENT  adopted  a new  functional 
organization  structure  that  reflects  the  company's  strategy  and 
dispersed  its  products  into  five  primary  IS  management  disciplines 
as  follows: 

• Business  Management  products  and  services  address  enterprise- 
wide financial  management  and  administration  for  the 
information  technologies  organization. 

• Operations  Management  products  increase  productivity,  enhance 
operational  and  cost  efficiencies,  and  improve  user  service. 

• Systems  Management  products  for  capacity  management, 
performance  management,  and  storage  management  optimize 
the  productivity  of  mission-critical  hardware  and  software, 
minimize  the  costs  of  expansion,  and  secure  the  overall  IS 
investment. 

• Network  Management  products  monitor  and  enhance  network 
performance,  allow  secure  user  access,  and  establish  links 
between  different  environments  and  platforms. 

• Applications  Management  products  enhance  programmer 
productivity  and  ensure  quality  software  development. 

LEGENT  has  expanded  its  product  line  with  the  following 
acquisitions: 

• In  January  1992,  LEGENT  completed  a merger  with  Spectrum 
Concepts,  Inc.  of  New  York  (NY),  paying  1.3  million  LEGENT 
shares  for  the  company  in  a pooling-of-interests  transaction. 

- Spectrum  provides  software  systems  for  connecting  and 
distributing  information  with  its  XCOM  6.2  file  transfer 
capability  and  its  new  SDS  software  distribution  system.  The 
products  provide  a foundation  for  developing  enterprise-wide 
applications-such  as  recovery  management,  configuration  and 
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asset  management,  report  distribution,  remote  printing,  and 
the  universal  collection  of  store  and  forward  facilities--across 
20  various  computing  platforms. 

- Spectrum  had  about  150  employees  at  the  time  of  the 
acquisition,  1991  revenues  of  $15  million,  and  300  customers. 

- Spectrum  will  initially  be  operated  as  a separate  division  of 
LEGENT. 

• In  August  1991,  LEGENT  acquired  the  PARITYR  tool  set  for 
managing  DB2  development  and  performance. 

• In  December  1990,  LEGENT  acquired  FlexLINK  International 
Corporation,  a privately  held  company  based  in  Renton  (WA). 
FlexLINK's  MetaNet™  architecture  allows  LEGENT  to  address 
a range  of  enterprise-wide  interoperability  needs  by  providing  a 
consistent  architecture  that  is  independent  of  platform,  operating 
system,  and  network  protocol. 

• In  November  1989,  LEGENT  acquired  Business  Software 
Technology  (BST)  of  Westborough  (MA).  BST,  with  fiscal  1989 
revenue  of  $14.7  million,  developed  the  ENDEVOR  product 
family  of  tools  for  automating  and  controlling  software 
development  and  maintenance. 

LEGENT's  fiscal  1991  revenue  reached  $203.3  million,  a 20% 
increase  over  fiscal  1990  revenue  of  $169.5  million.  Net  income 
rose  3%,  from  $32.9  million  to  $33.9  million.  A five-year  financial 
summary  follows: 
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LEGENT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

9/88 

9/87 

Revenue 

$203.3 

$169.5 

$135.1 

$103.4 

$77.7 

• Percent  increase 
from  previous  year 

20% 

25% 

31% 

33% 

45% 

Income  before  taxes 

$49.9 

$50.1 

$37.8 

$30.8 

$24.7 

• Percent  increase 

(b) 

(b) 

from  previous  year 

-- 

33% 

23% 

25% 

39% 

• Gross  margin 

25% 

29% 

28% 

30% 

32% 

Net  income 

$33.9 

$32.9 

$24.8 

$20.2 

$15.0 

• Percent  increase 
from  previous  year 

3% 

33% 

23% 

35% 

47% 

• Net  margin 

17% 

19% 

18% 

20% 

19% 

Earnings  per  share 
• Percent  increase 

$1.54 

$1.52 

$1.15 

$0.94 

$0.71 

from  previous  year 

1% 

32% 

22% 

32% 

29% 

(a)  Financials  prior  to  fiscal  1990  have  been  restated  to  reflect  the  pooling-of-interests  acquisition  of 
BST. 


(b)  Includes  merger  and  related  costs  of  approximately  $975,000  in  fiscal  1990  associated  with  the 
acquisition  of  BST  and  $5.9  million  in  fiscal  1989  associated  with  the  merger  of  Duquesne  and 
Morino. 


New  sales  totalled  $119.6  million  in  fiscal  1991,  an  18%  increase 
over  $101.8  million  in  fiscal  1990,  due  to  an  expanded  sales  force 
and,  to  a lesser  extent,  higher  prices.  Increased  upgrade  fees  from 
customers  moving  to  more  powerful  CPUs  also  contributed  to  the 
new  sales  growth.  The  following  discussion  relates  to  LEGENT's 
operating  groups  prior  to  the  restructuring  in  October  1991. 

• The  strongest  new  sales  percentage  growth  occurred  in  the 
Systems  Productivity  product  line,  where  sales  grew  by  22%  and 
comprised  68%  of  total  new  sales. 

• IS  Management  products'  new  sales  were  approximately  the 
same  as  last  year  and  comprised  13%  of  total  new  sales,  while  the 
Software  Management  products'  new  sales  increased  13%  and 
comprised  19%  of  total  new  sales. 

• The  products  that  showed  the  largest  percentage  increase  in  new 
sales  were  ASTEX,  AutoMate,  and  ENDEVOR. 
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Key  Products  and 
Services 


Renewable  licenses  and  maintenances  revenues  increased  16%  and 
35%,  respectively,  during  fiscal  1991  due  to  continued  growth  in  the 
number  of  installed  products  and  higher  prices. 

Research  and  product  development  expenditures  before  capitalized 
amounts  were  approximately  $17.0  million  (8%  of  revenue)  in  fiscal 
1991,  $12.7  million  (8%  of  revenue)  in  fiscal  1990,  and  $9.7  million 
(7%  of  revenue)  in  fiscal  1989. 

Revenue  for  the  three  months  ending  December  31,  1991  reached 
$56.3  million,  a 9%  increase  over  $51.7  million  for  the  same  period 
in  1990.  Net  income  rose  24%,  from  $9.7  million  to  $12.0  million. 

As  of  September  30,  1991,  LEGENT  had  1,138  employees 
(generating  revenue  of  $178,618  per  employee),  segmented  as 
follows: 


Number 

Percent 
of  Total 

Marketing/sales 

546 

48% 

Product  development 

167 

14% 

Customer  support 

222 

20% 

General  and  administrative 

203 

18% 

TOTAL 

1,138 

100% 

The  company  currently  has  approximately  1,100  employees. 

Major  competitors  include  Computer  Associates,  Candle,  and  Boole 
& Babbage. 


One  hundred  percent  of  LEGENT's  revenue  is  derived  from 
systems  software  products  and  associated  support  services.  About 
59%  of  revenue  was  derived  from  initial  licenses,  23%  from 
recurring  licenses,  and  18%  from  maintenance  fees.  A three-year 
breakdown  of  revenue  follows: 
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LEGENT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Initial  licenses 

$119.7 

59% 

$101  8 

60% 

$79.6 

59% 

Renewable  licenses 

46.9 

23% 

40.6 

24% 

34.5 

26% 

Maintenance  services 

36.7 

18% 

27.1 

16% 

21.0 

15% 

TOTAL 

$203.3 

100% 

$169.5 

100% 

$135.1 

100% 

LEGENT  currently  offers  about  50  systems  software  products  for 
IBM  and  compatible  mainframes  under  MVS  and  VM  and 
workstation  platforms.  The  company  has  over  24,000  copies  of  its 
various  products  installed  and  more  than  4,500  customers 
worldwide. 

LEGENT  currently  offers  six  categories  of  software  products,  as 
shown  in  the  exhibit. 

• LEGENT's  Enabling  Technologies  products  integrate 
communications,  data  collection,  and  distribution  across 
platforms,  operating  systems,  and  physical  environments, 
including  MVS,  VM,  AS/400,  UNIX,  VAX/VMS,  Tandem,  PCs, 
LANs,  and  workstations. 

In  October  1991,  LEGENT  announced  five  cooperative  workstation 
versions  of  its  products  that  target  four  key  segments  of  the  systems 
management  market-operations,  software  management,  systems, 
and  IS  business. 

• Each  product  supports  the  End-Use  environment  in  IBM's 
System  View  strategy. 

• Products  include  AutoMate/XC  (under  OS/2  and  Presentation 
Manager),  BUNDLE  PCView,  ENDEVOR  Workstation  (for 
OS/2),  OptiModel,  and  MICS  EasyReach. 
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EXHIBIT 

LEGENT  CORPORATION 
SYSTEMS  SOFTWARE  PRODUCTS 


Product  Line 

Description 

Business  Management 

- MICS  Accounting  and 
Chargeback 

- IS  1AM 
-CATS 
-PAS 

Accounting  and  chargeback  system  for 
all  IS  resources 
Inventory  and  assets  manager 
PC-based  computer  assets  tracking  system 
Problem  alert  system 

Operations  Management 

Systems  Operations 

- AutoMate/MVS 

- AutoMate/VM 

- AutoMate/XC 

- Remote  Console/MVS 

Console  manager  for  MVS 
Console  manager  for  VM 
PC-based  automation  facility 
Remote  terminal  manager 

Productions  Control 

- Multi-image  Manager 

- Single-image  Manager 

- Checkout /VM 

- FaciliTape 

Family  of  products  for  resource  sharing  in 
multiple  operating  system  environments 
Data  integrity  for  standalone  MVS 
Component  availability  manager 
Single-step  backup  of  VAX  files  to  IBM  tape 
systems 

Automated  Output 

- BUNDLE/MVS 

- BUNDLE  PCView 

- SMR  and  JMR 

-TransQueue 

Automated  report  distribution  system 
PC  access  to  mainframe  reports 
SYSLOG  and  JOBLOG  information  archive 
and  management 
Internetworking  printing  facility 

Systems  Management 

Capacity  Management 

- MICS  Capacity  Planner 

- MICS  MVS  Model  Generator 

- OptiModel 

Workload  characterization  and  workload/ 
resource  forecasting 

Performance  prediction  of  service  levels  and 
system  component  usage 
PC-based  capacity  and  performance  modeling 
system  for  MVS  environments 

Performance  Management 

- TSO/MON 

- MICS  MVS  Performance 

- MICS  Data  Integration 
Applications 

TSO  management  and  reporting  tool 
MVS  performance  manager 
On-line,  distributed,  and  operating  systems  data 
integration,  analysis,  and  reporting  facilities 

(continued) 
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EXHIBIT 

LEGENT  CORPORATION 
SYSTEMS  SOFTWARE  PRODUCTS 


Product  Line 

Description 

Systems  Management 

Storage  Management 
- ASTEX 

- MICS  StorageMate 

- MICS  DASD  Space  Analyzer 

- MICS  DASD  Space  Collector 
-CPO 

- PMO 

- Quick-Fetch 

On-line  performance  manager  for  MVS 

On-line  access 

DASD  storage  manager 

DASD  storage  manager 

Catalog  manager 

Library  manager 

Program  loading  tool 

Network  Management 

Network  Performance 

- NetSpy 

- LANSpy 

- NetCompress 

- MICS  SNA  Network 
Analyzer 

- MICS  Network  Service 
Reporter 

Response  time  and  network  monitor 
LAN  performance  monitor 
VTAM-based  compression  utility 
Network  performance  analysis  and  planning 

Network  performance  reporting 

Network  Access 

- TPX 

- STX 

- FullView/VT 

- FullView/3270 

- FileExchange 

VTAM-based  session  manager  for  MVS  and  VM 
IBM  SNA  network-to-X.25  interface 
VT-emulation  software  for  3270-terminal  users 
3270-emulation  software  for  VAX/VMS  users 
File  transfer  support  between  MVS  - VAX/MVS 

Applications  Management 

Software  Management 
- ENDEVOR/MVS 
- ENDEVOR/DB2 

Software  management  for  MVS 
Manages  specific  DB2  application  structures 
and  processes 

- ENDEVOR/DB 

Runs  in  the  CA-IDMS/DB,  dictionary- 
driven  environment 

- ENDEVOR/CSP 

- ENDEVOR  Workstation 

For  applications  developed  in  CSP 
Software  management  for  DOS,  Windows, 
and  OS/2  environments 

- ENDEVOR  Link 

Links  files  across  workstations,  LANS, 

- ENDEVOR  PDM 

and  host  platforms 

Integrates  packaged  applications  with 
in-house  customizations 

Software  Development 
- PARITY 

Tool  set  for  managing  DB2  development 
and  performance 

- AccuMAX 

DB2  performance  manager 

(continued) 
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EXHIBIT 

LEGENT  CORPORATION 
SYSTEMS  SOFTWARE  PRODUCTS 


Product  Line 

Description 

Enabling  Technologies 

IS  Data  Assimilation 
- MICS  Base  Set 

Data  collection,  analysis,  and  reporting 

- MICS  EasyReach 

Host-to-PC  link  for  MICS 

IS  Communications 
- L-COMM 

VTAM-based  intersystem  communication 

utility 

- MetaNet 

Network  access  capability  across 
platforms,  operating  systems,  and  networks 

In  the  three-year  summary  that  follows,  product  lines  are  grouped 
by  the  operating  units  prior  to  the  reorganization  in  October  1991: 


LEGENT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

PRODUCT  LINE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Operations  Productivity 

$56.9 

28% 

$45.8 

27% 

$33.8 

25% 

Performance 

Management 

50.8 

25% 

40.7 

24% 

29.7 

22% 

Network  Productivity 

16.3 

8% 

13.6 

8% 

12.2 

9% 

IS  Management 

48.8 

24% 

44.0 

26% 

45.9 

34% 

Software  Management 

30.5 

15% 

25.4 

15% 

13.5 

10% 

TOTAL 

$203.3 

100% 

$169.5 

100% 

$135.1 

100% 

Product  pricing  is  as  follows: 

• Applications  Management  and  Business  Management  products 
are  licensed  on  an  annual  basis  and  include  product  maintenance 
and  client  support. 
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- Renewal  license  fees  for  Applications  Management  products 
are  approximately  18%  of  initial  license  fees. 

- Renewal  license  fees  for  Business  Management  products 
range  from  18%  to  35%  of  initial  license  fees,  depending  on 
the  machine  size  for  the  initial  purchase. 

• All  other  products  are  licensed  under  both  99-year  and  annual 

product  licenses. 

- A 99-year  license  includes  maintenance  and  support  during 
the  first  year.  Thereafter,  maintenance  and  support  is  about 
15%  of  the  current  99-year  license  fee. 

- Annual  license  fees  are  about  50%  of  the  total  99-year  license 
fee  and  include  maintenance  and  support. 


Industry  Markets  LEGENTs  products  can  be  used  by  all  industries  or  businesses. 

Customers  include  manufacturers,  banks,  insurance  companies, 
utilities,  and  federal  and  state  government  agencies. 


Geographic  Approximately  62%  of  LEGENTs  fiscal  1991  revenue  was  derived 

Markets  from  North  America  and  38%  from  international  sales,  primarily  to 

Western  Europe. 

A three-year  summary  of  revenue  follows: 


LEGENT  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$126.4 

62% 

$104.1 

61% 

$94.6 

70% 

International  (a) 

76.8 

38% 

65.4 

39% 

40.5 

30% 

TOTAL 

$203.2 

100% 

$169.5 

100% 

$135.1 

100% 

(a)  Includes  revenue  from  Europe  of  $65  million  in  fiscal  199 1 and  $56  million  in  fiscal  1990. 
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U.S.  offices  are  located  in  Atlanta;  Bellevue  (WA);  Chicago  and 
Naperville  (IL);  Irving  (TX);  Los  Angeles,  San  Bruno,  and  San  Jose 
(CA);  Mount  Laurel  and  Parsippany  (NJ);  New  York  and 
Rochester  (NY);  Pittsburgh  and  Philadelphia  (PA);  Vienna  (VA); 
and  Westborough  (MA).  Canadian  offices  are  located  in  Montreal 
and  Toronto. 

LEGENT  International,  headquartered  in  Maidenhead  (England), 
manages  LEGENT's  international  operations  in  three  distinct 
territories--Europe,  the  Pacific,  and  Japan. 

• The  company  has  wholly  owned  subsidiaries  in  England,  France, 
Italy,  Germany,  Belgium,  the  Netherlands,  and  Australia.  These 
operations  serve  nearly  1,300  customers,  representing  more  than 
3,000  product  installations. 

• LEGENT  Japan  is  responsible  for  marketing  and  supporting  the 
company's  products  in  Japan.  Fiscal  1991  revenue  from  this  unit 
was  $6  million,  compared  to  $4  million  in  fiscal  1990  and  $2.6 
million  in  fiscal  1989. 
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COMPANY  PROFILE 


LEGENT  CORPORATION  Joe  M.  Henson,  Chairman  and  CEO 

8615  Westwood  Center  Drive  John  F.  Burton,  President  and  COO 

Vienna,  VA  22182-2218  Public  Corporation,  NASDAQ 

(703)734-9494  Total  Employees:  1,051 


Total  Revenue,  Fiscal  Year  End 
9/30/90:  $169,531,000 

The  Company 

LEGENT  Corporation  develops,  markets,  and  supports  a range  of 
systems  software  products  designed  to  improve  the  management  of 
data  processing,  network,  and  application  resources. 

LEGENT  fully  supports  SystemView,  IBM's  enterprise-wide 
systems  management  strategy.  The  company  also  envisions 
extending  its  products'  systems  management  capabilities  beyond 
the  IBM  world  to  heterogeneous  environments. 

• LEGENT  is  committed  to  establishing  long-term  partnerships 
with  its  customers  by  consistently  delivering  the  highest  value 
products,  support  services,  and  business  solutions. 

LEGENT  was  formed  in  March  1989  with  the  merger  of 
Duquesne  Systems,  Inc.  and  Morino,  Inc. 

• Morino,  founded  in  1973  and  headquartered  in  Vienna  (VA), 
provided  monitoring,  measurement,  and  management  tools  for 
MVS  and  MVS/XA  installation  management,  computer 
systems  performance  evaluation,  and  accountability. 

• Duquesne  Systems,  founded  in  1970  and  headquartered  in 
Pittsburgh  (PA),  provided  productivity  enhancement  systems 
software  products  for  IBM  and  compatible  mainframes  running 
under  MVS  and  VM. 

LEGENT  has  expanded  its  product  line  with  the  following 
acquisitions: 

• In  December  1990,  LEGENT  acquired  FlexLINK  International 
Corporation,  a privately  held  company  based  in  Renton  (WA). 
Terms  of  the  acquisition  were  not  disclosed. 

- FlexLINK's  MetaNetwork™  architecture  allows  LEGENT 
to  address  a range  of  enterprise-wide  interoperability  needs 
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by  providing  a consistent  architecture  that  is  independent  of 
platform,  operating  system,  and  network  protocol. 

- FlexLINK,  with  approximately  20  employees,  now  operates 
as  LEGENT's  Interoperability  Systems  Group. 

• In  November  1989,  LEGENT  acquired  Business  Software 

Technology  (BST)  of  Westborough  (MA)  for  approximately  1.5 

million  shares  ($46.8  million)  of  LEGENT  common  stock. 

- BST,  with  fiscal  1989  revenue  of  $14.7  million,  develops, 
markets,  and  supports  the  ENDEVOR  product  family  of 
tools  for  automating  and  controlling  software  development 
and  maintenance. 

- BST  now  operates  as  the  Software  Management  Division  of 
LEGENT.  Its  operations  contributed  approximately  $25 
million  to  LEGENT's  fiscal  1990  revenue. 

- The  acquisition  was  accounted  for  as  a pooling  of  interests. 
LEGENT's  financials  have  been  restated  to  include  BST  as 
though  the  merger  had  occurred  at  the  beginning  of  fiscal 
1987. 

LEGENT's  fiscal  1990  revenue  reached  $169.5  million,  a 25% 
increase  over  fiscal  1989  revenue  of  $135.1  million.  Net  income 
reached  $32.9  million,  a 33%  increase  over  $24.8  million  for  fiscal 
1989.  In  the  five-year  summary  that  follows,  financials  reflect  the 
pooling-of-interests  acquisition  of  LEGENT  and  BST: 
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LEGENT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/90 

9/89 

9/88 

9/87 

9/86 

Revenue 

• Percent  increase 

$169.5 

$135.1 

$103.4 

$77.7 

$53.6 

from  previous  year 

25% 

31% 

33% 

45% 

N/A 

Income  before  taxes 

$50.1 

$37.8 

$30.8 

$24.7 

$17.8 

• Percent  increase 

(a) 

(a) 

from  previous  year 

33% 

23% 

25% 

39% 

N/A 

• Gross  margin 

29% 

28% 

30% 

32% 

33% 

Net  income 
• Percent  increase 

$32.9 

$24.8 

$20.2 

$15.0 

$10.2 

from  previous  year 

33% 

23% 

35% 

47% 

N/A 

• Net  margin 

19% 

18% 

20% 

19% 

19% 

Earnings  per  share 
• Percent  increase 

$1.52 

$1.15 

$0.94 

$0.71 

$0.55 

from  previous  year 

32% 

22% 

32% 

29% 

N/A 

(a)  Includes  merger  and  related  costs  of  approximately  $975,000  in  fiscal  1990  associated  with  the 
acquisition  of  BST  and  $5.9  million  in  fiscal  1989  associated  with  the  merger  of  Duquesne  and 
Morino. 


New  sales  totalled  $101.8  million  in  fiscal  1990,  a 28%  increase 
over  fiscal  1989. 

• The  strongest  new  sales  growth  occurred  internationally,  where 
sales  grew  69%.  Domestically,  new  sales  grew  6%. 

• On  a consolidated  basis,  the  products  that  showed  the  largest 
percentage  increase  in  new  sales  were  AutoMate,  NetSpv,  and 
ENDEVOR. 

• Although  MICS  new  sales  declined  from  1989  to  1990,  they 
have  increased  each  consecutive  quarter  during  1990. 

• Modest  price  increases  of  certain  products  in  October  1989  and 
the  spring  of  1990  also  contributed  to  revenue  growth  in  1990. 

Recurring  revenue  grew  22%  to  $67.8  million  due  to  the  growth  in 
the  number  of  installed  products  and,  to  a lesser  extent,  higher 
prices. 
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Key  Products  and 
Services 


Research  and  product  development  expenditures  before 
capitalized  amounts  were  approximately  $12.7  million  (8%  of 
revenue)  in  fiscal  1990,  $9.7  million  (7%  of  revenue)  in  fiscal  1989, 
and  $9.2  million  (9%  of  revenue)  in  fiscal  1988. 

Revenue  for  the  three  mojiths  ending  December  31,  1990  reached 
$51.7  million,  a 27%  increase  over  $40.7  million  for  the  same 
period  in  1989.  Net  income  rose  nearly  23%,  from  $7.9  million  to 
$9.7  million.  Prior  year  amounts  have  been  restated  to  include  the 
operations  of  BST. 

As  of  September  30,  1990,  LEGENT  had  1,051  employees 
(generating  revenue  of  $161,275  per  employee),  segmented  as 
follows: 


Number 

Percent 
of  Total 

Marketing/sales 

493 

47% 

Product  development 

139 

13% 

Customer  support 

235 

22% 

General  and  administrative 

184 

18% 

TOTAL 

1,051 

100% 

The  company  currently  has  approximately  1,100  employees. 

Major  competitors  include  Computer  Associates,  Candle,  and 
Boole  & Babbage. 


One  hundred  percent  of  LEGENT's  revenue  is  derived  from 
systems  software  products  and  associated  support  services.  About 
60%  of  revenue  was  derived  from  initial  licenses  and  40%  from 
recurring  licenses  and  maintenance  fees.  A three-year  breakdown 
of  revenue  follows: 
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LEGENT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/90 

9/89 

9/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Initial  licenses 

$101.8 

60% 

$79.7 

59% 

$62.0 

60% 

Recurring  licenses  and 
maintenance  services 

67.7 

40% 

55.4 

41% 

41.4 

40% 

TOTAL 

$169.5 

100% 

$135.1 

100% 

$103.4 

100% 

LEGENT  currently  offers  nearly  50  systems  software  products  for 
IBM  and  compatible  mainframes  under  MVS  and  VM.  The 
company  has  over  24,000  copies  of  its  various  products  installed 
and  more  than  4,500  customers  worldwide. 

LEGENT  currently  offers  six  categories  of  software  products  for 
IBM  and  compatible  mainframes,  as  shown  in  the  exhibit. 

The  Systems  Productivity  Division,  based  in  Pittsburgh  (PA)  with 
approximately  205  to  220  employees,  provides  systems  software 
products  through  four  groups,  as  follows: 

• Operations  Productivity  Group  products  automate  real-time 
data  center  operations  such  as  console  management  and 
paper/print  reduction  and  reporting-and-analyzing  operations. 

- Two  of  the  group's  products,  Multi-image  Manager  and 
AutoMate,  were  among  LEGENT's  top  five  sellers. 
AutoMate  revenues  have  grown  from  $1  million  in  1987  to 
$7  million  in  fiscal  1990. 

- During  fiscal  1990,  the  group  introduced  AutoMate/ VM, 
which  combines  features  of  CheckOut/VM  with  advanced 
AutoMate/MVS  automation  functions  that  have  been  re- 
engineered for  the  VM  environment. 
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EXHIBIT 

LEGENT  CORPORATION 
SYSTEMS  SOFTWARE  PRODUCTS 


Product  Line 

Description 

Number 
of  Sites 

Operations  Productivity 

- AutoMate/MVS 

- AutoMate/XC 

- AutoMate/VM 

- CheckOut/VM 

- SMR  and  JMR 

-BUNDL 

- Remote  Console/MVS 

- Multi-image  Manager 

- Single-image  Manager 

Console  manager  for  MVS 
PC-based  automation  facility 
Console  manager  for  VM 
Component  availability  manager 
SYSLOG  and  JOBLOG  information  archive 
and  management 

Automated  report  distribution  system 
Remote  terminal  manager 
For  resource  sharing  in  multiple  operating 
system  environments 
Data  integrity  for  standalone  MVS 

4,700 

Performance  Management 
- ASTEX 

- AccuMAX 

- NetSpy 

- PMO 

(Program  Management  Optimizer) 

- Quick-Fetch 
-TSO/MON 

On-line  performance  manager  for  MVS 
DB2  performance  monitor 
Response  time  and  network  monitor 
Library  manager 

Program  loading  tool 

TSO  management  and  reporting  tool 

2,000  + 

Network  Productivity 

- TPX 

- STX 

- L-Comm 

VTAM-based  session  manager  for  MVS  and  VM 
IBM  SNA  network-to-X.25  interface 
VTAM-based  intersystem  communication 
utility 

1,900 

Interoperability  Systems 

- FullView/VT 

- FullView/327X 

- FileExchange 

- FaciliTape 

-TransQueue 

VT-emulation  software  for  3270-terminal  users 
3270-emulation  software  for  VAX/VMS  users 
File  transfer,  remote  job  activation 
Single-step  backup  of  VAX  files  to  IBM  tape 
systems 

Internetwork  printing  facility 

60 

I/S  Management 

-MICS 

(consists  of  a base  product 
and  17  optional  products) 

- IS/IAM 
-CATS 

Manages,  monitors,  and  analyzes  the  use,  cost, 
and  performance  of  data  processing,  network, 
and  application  resources 
Inventory  and  assets  manager 
PC-based  computer  assets  tracking  system 

1,400 

(continued) 
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EXHIBIT 

(continued) 

LEGENT  CORPORATION 
SYSTEMS  SOFTWARE  PRODUCTS 


Product  Line 

Description 

Number 
of  Sites 

Software  Management 

450 

- ENDEVOR/MVS 

Manages  3GL  development  and  IBM's  Cross 
System  Product 

- ENDEVOR/DB2 

Manages  specific  DB/2  application  structures 
and  processes 

-ENDEVOR/DB 

Manages  Computer  Associates'  CA-IDMS/R  and 
CA-ADS  application  development  and 
maintenance  activities 

- ENDEVOR/CSP 

Manages  IBM's  AD/Cycle-based  code  generator 

- ENDEVOR/PC 

Manages  PC  development  based  on  an  LAN 
or  single  workstation 

• Performance  Management  Group  products  monitor,  measure, 
optimize,  and  report  on  service-level  delivery  and  recommend 
solutions  to  service-level  problems. 

- About  67%  of  the  group's  fiscal  1990  revenue  came  from 
new  sales. 

- During  fiscal  1990,  the  group  introduced  ASTEX 
(Automated  Storage  Expert),  a restructured  DASDMON 
product  that  expands  the  performance  management 
capabilities  of  DASDMON;  and  AccuMAX  for  DB2,  which 
manages  the  performance  of  DB2  environments. 

• Network  Productivity  Group  products  allow  end  users  to 
address  multiple  applications  from  a single  workstation  and  to 
access  data  that  is  external  to  the  data  center,  regardless  of 
origin. 

- During  fiscal  1990,  the  group  introduced  L-Comm,  a VTAM- 
based  intersystem  communication  utility. 

• Interoperability  Systems  Group  products  currently  include  a 
tape  management  facility,  terminal  emulation,  and  bulk  transfer 
between  DEC  and  IBM  systems.  These  products  were  acquired 
with  FlexLINK  in  late  1990. 

- FlexLINK's  MetaNetwork  technology  will  allow  LEGENT  to 
extend  its  systems  management  software  approach  to  non- 
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IBM  environments.  LEGENT  will  be  incorporating  the 
technology  into  its  products  as  early  as  mid-1991. 

The  I/S  Management  Division,  headquartered  in  Vienna  (VA) 
with  110  employees,  provides  a family  of  integrated  IS  resource 
management  products. 

• During  fiscal  1990,  the  division  continued  to  make  a substantial 
research  and  development  effort  in  its  MICS  IS  Management 
Support  System  product  line,  with  specific  plans  for  improving 
product  usability.  The  division  also  introduced  two  new  MICS 
products  - the  Network  Service  Reporter  and  the  VAX/VMS 
Analyzer. 

The  Software  Management  Division,  with  60  employees,  provides 
integrated  software  development  management  systems  for 
inventory,  configuration,  and  release  management  and  change 
control.  These  products  were  acquired  with  BST  during  the  first 
quarter  of  fiscal  1990. 

• During  fiscal  1990,  the  division  continued  to  upgrade  its 
ENDEVOR  products  and  introduced  ENDEVOR/CSP,  which 
addresses  the  software  management  needs  for  IBM's  strategic 
AD/Cycle-based  code  generator. 

A three-year  summary  of  source  of  revenue  by  product  line 
follows: 


LEGENT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/90 

9/89 

9/88 

PRODUCT  LINE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Operations  Productivity 

$45.8 

27% 

$33.8 

25% 

$23.8 

23% 

Performance  Management 

40.7 

24% 

29.7 

22% 

22.7 

22% 

Network  Productivity 

13.6 

8% 

12.2 

9% 

9.3 

9% 

I/S  Management 

44.0 

26% 

45.9 

34% 

40.3 

39% 

Software  Management 

25.4 

15% 

13.5 

10% 

7.2 

7% 

TOTAL 

$169.5 

100% 

$135.1 

100% 

$103.3 

1 00% 
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Industry  Markets 


Geographic 

Markets 


Systems  Productivity  products  are  licensed  under  both  99-year  and 
annual  product  licenses.  The  99-year  licenses  range  in  price  from 
$2,500  to  $75,000,  depending  on  the  product  and  machine  size. 

• A 99-year  license  includes  maintenance  and  support  during  the 
first  year.  Thereafter,  maintenance  and  support  is  about  15% 
of  the  current  99-year  license  fee. 

• Annual  license  fees  are  about  50%  of  the  total  99-year  license 
fee  and  include  maintenance  and  support. 

• During  fiscal  1990,  approximately  85%  of  the  annual  licenses 
were  renewed  or  converted  to  99-year  licenses. 

Software  Management  and  I/S  Management  products  are  licensed 
on  an  annual  basis  and  include  product  maintenance  and  client 
support. 

• Initial-year  license  fees  for  Software  Management  products 
range  from  $29,900  to  $117,500.  Renewal  license  fees  are 
approximately  18%  of  initial  license  fees. 

• Initial-year  license  fees  for  IS  Management  products  range 
from  $9,750  to  $59,200.  Renewal  license  fees  range  from  18% 
to  42%  of  initial  license  fees,  depending  on  the  machine  size  for 
the  initial  purchase. 

• During  fiscal  1990,  over  90%  of  client  licenses  for  Software 
Management  and  I/S  Management  products  were  renewed. 


LEGENT's  software  products  are  used  by  organizations  that  use 
IBM  mainframes  running  MVS  or  MVS/XA  as  their  principal 
operating  system  for  centralized  processing  and/or  departmental 
computing. 

LEGENT's  customers  include  manufacturers,  banks,  insurance 
companies,  utilities,  and  federal  and  state  government  agencies. 


Approximately  62%  of  LEGENT's  fiscal  1990  revenue  was  derived 
from  North  America  and  38%  from  international  sales,  primarily 
to  Western  Europe. 

A three-year  summary  of  revenue  follows: 
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LEGENT  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/90 

9/89 

9/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$104.5 

62% 

$94.6 

70% 

$72.4 

70% 

International 

65.0 

38% 

40.5 

30% 

31.0 

30% 

TOTAL 

$169.5 

100% 

$135.1 

100% 

$103.4 

100% 

U.S.  offices  are  located  in  Atlanta;  Bellevue  (WA);  Chicago  and 
Naperville  (IL);  Irving  (TX);  Los  Angeles,  San  Bruno,  and  San 
Jose  (CA);  Mount  Laurel  and  Parsippany  (NJ);  New  York  and 
Rochester  (NY);  Pittsburgh  and  Philadelphia  (PA);  Vienna  (VA); 
and  Westborough  (MA).  Canadian  offices  are  located  in 
Montreal  and  Toronto. 

LEGENT  International,  headquartered  in  Maidenhead  (England), 
manages  LEGENT's  international  operations  around  three 
distinct  territories-Europe,  the  Pacific,  and  Japan. 

• The  company  has  wholly  owned  subsidiaries  in  England, 

France,  Italy,  Germany,  Belgium,  the  Netherlands,  and 
Australia.  These  operations  serve  nearly  1,300  customers, 
representing  more  than  3,000  product  installations. 

• LEGENT  Japan  is  responsible  for  marketing  and  supporting 
the  company's  products  in  Japan.  Fiscal  1990  revenue  from  this 
unit  was  $4  million,  a 55%  increase  over  fiscal  1989  revenue  of 
$2.6  million. 
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8615  Westwood  Center  Drive 
Vienna,  VA  22182-2218 
(703)  734-9494 


Joe  M.  Henson,  Chairman  and  CEO 
Peter  J.  Barris,  President  and  COO 
Public  Corporation,  NASDAQ 
Total  Employees:  702 
Total  Revenue,  Fiscal  Year  End 
9/30/89:  $124,550,000 


The  Company  LEGENT  Corporation  develops,  markets,  and  supports  a range  of 

systems  software  products  for  the  management  of  data  processing, 
network,  and  application  resources. 

LEGENT  was  formed  in  March  1989  with  the  merger  of 
Duquesne  Systems,  Inc.  and  Morino,  Inc. 

• Morino,  founded  in  1973,  provides  monitoring,  measurement, 
and  management  tools  for  MVS  and  MVS/XA  installation 
management,  computer  systems  performance  evaluation,  and 
accountability.  Morino,  headquartered  in  Vienna  (VA),  had 
revenue  of  $44.7  million  for  the  fiscal  year  ending  June  30, 

1988. 

• Duquesne  Systems,  founded  in  1970,  provides  productivity 
enhancement  systems  software  products  for  IBM  and 
compatible  mainframes  running  under  MVS  and  VM. 
Duquesne,  headquartered  in  Pittsburgh  (PA),  had  revenue  of 
$50.3  million  for  the  fiscal  year  ending  September  30,  1988. 

LEGENTs  fiscal  1989  revenue  reached  nearly  $124.6  million,  a 
26%  increase  over  pro  forma  fiscal  1988  revenue  of  $97.2  million. 
Net  income  rose  18%,  from  $19.6  million  in  fiscal  1988  to  over 
$23.1  million  in  fiscal  1989.  In  the  five-year  summary  that  follows, 
financials  reflect  the  pooling-of-interests  merger  of  Morino  and 
Duquesne: 
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LEGENT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/89 

9/88 

9/87 

9/86 

9/85 

Revenue 

$124.6 

$97.2 

$73.2 

$50.6 

$30.3 

• Percent  increase 
from  previous  year 

26% 

33% 

45% 

67% 

N/A 

Income  before  taxes 

$35.2 

$30.0 

$24.5 

$16.5 

$8.3 

• Percent  increase 
from  previous  year 

(a) 

18% 

22% 

49% 

99% 

N/A 

• Gross  margin 

28% 

31% 

34% 

33% 

27% 

Net  income 

$23.1 

$19.6 

$ i 4.8 

$9.5 

$5.1 

• Percent  increase 
from  previous  year 

18% 

32% 

55% 

89% 

N/A 

• Net  margin 

19% 

20% 

20% 

19% 

17% 

Earnings  per  share 

$1.15 

$0.99 

$0.75 

$0.54 

$0.30 

• Percent  increase 
from  previous  year 

16% 

32% 

39% 

80% 

N/A 

(a)  Includes  merger  and  related  costs  of  approximately  $5.9  million. 


Initial  license  revenue  in  fiscal  1989  reached  $67.2  million,  a 26% 
increase  over  $53.2  million  for  fiscal  1988. 

• The  strongest  initial  license  growth  occurred  internationally 
where  sales  grew  38%.  AutoMate,  DASDMON,  NetSpy,  and 
Multi-image  Manager  showed  the  largest  increase  in  initial 
licenses. 

- New  license  sales  for  AutoMate/MVS,  the  company's  host- 
based  automated  operations  product,  increased  77%. 

- Multi-image  Manager,  the  company's  single  largest  revenue 
producer  in  fiscal  1989,  increased  new  sales  by  about  50%. 

• Modest  price  increases  in  October  1988  and  the  spring  of  1989 
also  contributed  to  revenue  growth. 

Recurring  license  fees  and  maintenance  revenue  for  fiscal  1989 
reached  $57.4  million,  a 31%  increase  over  $44  million  for  fiscal 
1988. 


Page  2 of  8 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


March  1 990 


LEGENT  CORPORATION 

Research  and  product  development  expenditures  before 
capitalized  amounts  were  approximately  $8.2  million  (7%  of 
revenue)  in  fiscal  1989,  $8.3  million  (9%  of  revenue)  in  fiscal  1988, 
and  $7.1  million  (10%  of  revenue)  in  fiscal  1987.  LEGENT 
management  anticipates  that  research  and  development 
expenditures  for  fiscal  1990  will  increase  more  than  30%  over 
fiscal  1989  levels. 

In  November  1989,  LEGENT  acquired  Business  Software 
Technology  (BST)  of  Westborough  (MA)  for  approximately  1.5 
million  shares  ($46.8  million)  of  LEGENT  common  stock. 

• BST,  with  fiscal  1989  revenue  of  approximately  $14.7  million, 
develops,  markets,  and  supports  the  ENDEVOR  product  family 
of  tools  for  automating  and  controlling  software  development 
and  maintenance. 

• The  acquisition  was  accounted  for  as  a pooling  of  interests. 
LEGENTs  financials  will  be  restated  to  include  BST  as  though 
the  merger  had  occurred  at  the  beginning  of  fiscal  1987. 

• BST  now  operates  as  the  Automated  Software  Management 
Division  of  LEGENT. 

Revenue  for  the  three  months  ending  December  31, 1989  reached 
$40.7  million,  a 23%  increase  over  $33  million  for  the  same  period 
in  1988.  Net  income  rose  nearly  8%  from  $7.3  million  to  nearly 
$7.9  million.  Prior  year  amounts  have  been  restated  to  include  the 
operations  of  BST.  Without  net  merger  expenses  of  $800,000 
million  associated  with  the  acquisition  of  BST,  net  income  for  the 
quarter  would  have  increased  19%  over  the  same  period  a year 
ago. 

As  of  September  30,  1989,  LEGENT  had  702  employees, 
segmented  as  follows: 


Number 

Percent 
of  Total 

Revenue 
Per  Employee 

Marketing/sales 

318 

45% 

- 

Product  development 
and  support 

248 

35% 

— 

General  and  administrative 

136 

20% 

-- 

Total 

702 

100% 

$177,425 

INPUT 
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The  company  currently  has  approximately  830  employees. 

Major  competitors  include  Computer  Associates,  Candle,  and 
Boole  & Babbage. 


Key  Products  and  One  hundred  percent  of  LEGENTs  revenue  is  derived  from 
Services  systems  software  products  and  associated  support  services.  About 

54%  of  revenue  was  derived  from  initial  licenses  and  46%  from 
recurring  licenses  and  maintenance  fees.  A three-year  breakdown 
of  revenue  follows: 


LEGENT  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/89 

9/88 

9/87 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Initial  licenses 

$67.2 

54% 

$53.2 

55% 

$41.2 

56% 

Recurring  licenses  and 
maintenance  services 

57.4 

46% 

44.0 

45% 

32.0 

44% 

TOTAL 

$124.6 

100% 

$97.2 

100% 

$73.2 

100% 

As  of  September  30, 1989,  LEGENT  had  more  than  21,000  copies 
of  its  various  products  installed  with  more  than  3,500  customers 
worldwide. 

LEGENT  currently  offers  five  categories  of  software  products  for 
IBM  and  compatible  mainframes,  as  shown  in  the  exhibit.  The 
products  are  marketed  and  supported  through  the  following  units: 

• The  Systems  Productivity  d rision,  based  in  Pittsburgh  (PA) 
with  approximately  350  employees,  provides  systems  software 
products  through  three  groups  as  follows: 

- Operations  Productivity  products  automate  real-time  data 
center  operations  such  as  console  management  and 
paper/print  reduction  and  reporting  and  analyzing 
operations. 
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- Performance  and  Optimization  products  support  information 
system  optimization,  performance  management,  and  capacity 
planning. 

- Network  Applications  Productivity  products  allow  end  users 
to  address  multiple  applications  from  a single  workstation 
and  to  access  data  that  is  external  to  the  data  center, 
regardless  of  origin. 

• The  I/S  Management  Division,  headquartered  in  Vienna  (VA) 
with  230  employees,  provides  a family  of  integrated  IS  resource 
management  products. 

• The  Automated  Software  Management  Division,  with  110 
employees,  provides  integrated  software  development 
management  systems  for  inventory,  configuration,  and  release 
management  and  change  control.  These  products  were 
acquired  with  BST  during  the  first  quarter  of  fiscal  1990. 

A three-year  summary  of  source  of  revenue  by  product  line 

follows: 


LEGENT  CORPORATION 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY* 
($  millions) 


FISCAL  YEAR 

9/89 

9/88 

9/87 

PRODUCT  LINE 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Operations  Productivity 

$33.9 

27% 

$23.3 

24% 

$12.6 

24% 

Performance  and 
Optimization 

30.2 

24% 

22.4 

23% 

13.9 

19% 

Network  Applications 
Productivity 

11.5 

9% 

9.7 

10% 

10.2 

14% 

I/S  Management 

44.9 

37% 

40.8 

42% 

31.5 

43% 

Other 

4.0 

3% 

1.0 

1% 

- 

- 

TOTAL 

$124.5 

100% 

$97.2 

100% 

$73.2 

100% 

* Amounts  represent  product  sales  prior  to  the  acquisition  of  BST. 
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EXHIBIT 

LEGENT  CORPORATION 
SYSTEMS  SOFTWARE  PRODUCTS 


Product  Line 

Description 

Number 
of  Sites 

Operations  Productivity 

- AutoMate/MVS 

- AutoMate/XC 

- CheckOut/VM 

- SMR  and  JMR 

- BUNCL 

- Remote  Console/MVS 

- Multi-image  Manager 

Console  manager 
PC-based  automation  facility 
Component  availability  manager 
SYSLOG  and  JOBLOG  information  archive 
and  management 

Automated  report  distribution  system 
Remote  terminal  manager 
For  resource  sharing  in  multiple  operating 
system  environments 

1,200 

Performance  and  Optimization 

- DASDMON 

- NetSpy 

- DASD  Performance  Optimizers 
(Quick-Fetch,  PMO,  and  CPO) 

-TSO/MON 

On-line  performance  manager 

Response  time  and  network  monitor 

Use  memory  transfers  to  eliminate  DASD  I/Os 

TSO  management  and  reporting  tool 

1,300 

Network  Applications  Productivity 

- TPX 

-TPX  ACCESS 

- STX 

VTAM-based  session  manager 
Menu-driven  procedure  for  accessing 
applications 

IBM  SNA  network-to-X.25  interface 

1,900 

I/S  Management 

-MICS 

(consists  of  a base  product 
and  15  optional  products) 

- BDBF 

-PAS 

-CATS 

Manages,  monitors,  and  analyzes  the  use,  cost, 
and  performance  of  data  processing,  network, 
and  application  resources 
Data  center  accountability/chargeback  system 
Problem  alert  system 

PC-based  computer  assets  tracking  system 

1,080 

Automated  Software  Management 

- ENDEVOR/MVS 

- ENDEVOR/DB2 

- ENDEVOR/DB 

- ENDEVOR/PC 

Manages  3GL  development  and  IBM's  Cross 
System  Product 

Manages  specific  DB/2  application  structures 
and  processes 

Manages  Computer  Associates'  CA-IDMS/R  and 
CA-ADS  application  development  and 
maintenance  activities 

Manages  PC  development  based  on  a LAN  or 
single  workstation 

350 
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Industry  Markets 


Geographic 

Markets 


• The  Automated  Software  Management  Division  provides 
integrated  software  development  management  systems  for 
inventory,  configuration,  and  release  management  and  change 
control.  These  products  were  acquired  with  BST  during  the 
first  quarter  of  fiscal  1990. 

Systems  Productivity  products  are  licensed  under  both  99-year  and 
annual  product  licenses.  The  99-year  licenses  range  in  price  from 
$3,750  to  $76,500,  depending  on  the  product  and  machine  size. 

• A 99-year  license  includes  maintenance  and  support  during  the 
first  year.  Thereafter,  maintenance  and  support  is  about  15% 
of  the  current  99-year  license  fee. 

• Annual  license  fees  are  about  50%  of  the  total  99-year  license 
fee  and  include  maintenance  and  support. 

I/S  Management  products,  TSO/MON,  and  PAS  are  licensed  on 
an  annual  basis  and  include  product  maintenance  and  client 
support. 


LEGENTs  software  products  are  used  by  organizations  that  use 
IBM  mainframes  running  MVS  or  MVS/XA  as  their  principal 
operating  system  for  centralized  processing  and/or  departmental 
computing. 

LEGENTs  customers  include  manufacturers,  banks,  insurance 
companies,  utilities,  and  federal  and  state  government  agencies. 


Approximately  64%  of  LEGENTs  fiscal  1989  revenue  was  derived 
from  domestic  sales  and  36%  from  export  sales,  primarily  to 
Western  Europe. 

A three-year  summary  of  revenue  follows: 
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LEGENT  CORPORATION 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

9/89 

9/88 

9/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Domestic  sales 

$79.8 

64% 

$63.9 

66% 

$51.8 

71% 

Export  sales 

44.7 

36% 

33.3 

34% 

21.4 

29% 

TOTAL 

$124.5 

100% 

$97.2 

100% 

$73.2 

100% 

U.S.  sales  and  support  offices  are  located  in  Atlanta,  Boston, 
Chicago,  Dallas,  Denver,  Los  Angeles,  Parsippany,  Pittsburgh,  San 
Jose,  Seattle,  and  Vienna  (VA).  Canadian  offices  are  located  in 
Montreal  and  Toronto. 

LEGENT  International,  with  140  employees,  manages  LEGENTs 
operations  in  Europe.  The  company  has  wholly  owned 
subsidiaries  in  England,  France,  Italy,  West  Germany,  Belgium, 
the  Netherlands,  and  Australia.  These  operations  serve  nearly 
1,300  customers,  representing  more  than  3,000  product 
installations. 

LEGENT  Japan  is  responsible  for  marketing  and  supporting  the 
company's  products  in  Japan.  Fiscal  1989  revenue  from  this  unit 
was  approximately  $2.6  million,  a 40%  increase  over  fiscal  1988 
revenue. 
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LEXIS-NEXIS 


President  & CEO:  Ira  Siegel 

9393  Springboro  Pike 
P.O.  Box  933 
Dayton,  OH  45401-0933 
Phone:  (937)  865-6800  | CA/IC*  KJCVIC* 

Fax:  (937)  865-6909  LtXIj'lNLXIj 

member  of  the  Reed  Elsevier  pic  group 


Status: 

Parent: 

Employees: 

Revenue: 

Fiscal  Year  End: 

* INPUT  estimate 


Division 
Reed  Elsevier  Inc. 
4,300  (10/96) 
$675,000,000* 
12/31/95 


In  March  1996,  CompuServe  Network 
Services  signed  a multi-year,  multimillion- 
dollar  renewal  agreement  with  LEXIS- 
NEXIS  to  continue  providing  local  high- 
speed dial  access  to  LEXIS-NEXIS  on-line 
services. 


Key  Points 

• LEXIS-NEXIS  is  a leading  provider  of 
enhanced  information  services  and 
integrated  information  management  tools. 


• In  April  1996,  LEXIS-NEXIS  announced  the 
availability  of  the  Bloomberg  Business  News 
and  the  Bloomberg  Daily  Market 
Summaries  for  full-text  searching  for  the 
first  time  on  the  LEXIS-NEXIS  on-line 
information  service. 


• In  July  1996,  Reed  Elsevier  Inc.,  parent 
company  to  LEXIS-NEXIS,  and  The  Times 
Mirror  Company,  parent  company  to 
Matthew  Bender  & Co.,  Inc.,  a leading 
analytical  legal  publisher  in  the  U.S., 
entered  into  a cross-licensing  agreement  to 
offer  Matthew  Bender’s  publications  on-line 
through  the  LEXIS  services. 
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Company  Description 

LEXIS-NEXIS  provides  on-line  database 
electronic  information  services  to  more  than 
779,000  users  worldwide.  The  company's 
primary  offerings  include  LEXIS®  and  NEXIS 
®,  the  world's  leading  full-text,  on-line,  legal, 
news,  and  business  information  services. 

• LEXIS-NEXIS  began  as  the  Data 
Corporation,  a computer  software  company 
acquired  by  Mead  Corporation  in  1968.  It 
operated  as  Mead  Data  Central  and  was 
made  a separate  division  of  Mead  in  1970, 
and  incorporated  as  a subsidiary  in  1985. 

• In  December  1994,  Mead  sold  Mead  Data 
Central  to  Reed  Elsevier  for  $1.5  billion  in 
cash,  and  the  company  became  LEXIS- 
NEXIS,  a division  of  Reed  Elsevier. 

• Reed  Elsevier  Inc.  is  part  of  the  Reed 
Elsevier  pic  group,  one  of  the  world’s  leading 
publishing  and  information  businesses. 

• Reed  Elsevier  is  headquartered  in  London 
(U.K.),  with  annual  revenue  of 
approximately  £3.6  million  and  25,000 
employees. 

Structure  and  Operations 

Headquartered  in  Dayton  (OH),  LEXIS- 
NEXIS  has  sales  representatives  in  50  U.S. 
cities. 

International  offices  are  located  in  Toronto 
(Canada),  Frankfurt  (Germany),  Hong  Kong, 
and  London  (U.K.). 

LEXIS-NEXIS’  key  executives  are  listed  in  the 
following  chart. 


LEXIS-NEXIS  Key  Executives 


Name 

Title 

Ira  Siegel 

President  and  CEO 

Paul  Brown 

COO,  Legal  Information 
Services  (LIS) 

Darryl  Fisher 

COO,  Business  Information 
Services  (BIS) 

Nick  A.  Farmer 

Sr.  VP,  Information 
Technology 

Stephen  R.  Gabbard 

VP,  BIS  Operation 

Mert  McGill 

VP,  Government  Information 
Services 

James  A.  King 

VP,  Technology  Strategy 

Gail  H Littlejohn 

VP,  and  Publisher,  Data 
Enhancement  and 
Development 

LEXIS-NEXIS  is  organized  by  service  lines 
aligned  to  major  customer  segments: 

• Legal  Information  Services  (LIS)  is  the 
primary  sales  and  marketing  organization 
for  products  targeted  to  attorneys  and 
accountants,  regardless  of  media. 

- In  addition  to  on-line  information  products 
and  services,  LIS  also  offers  regulatory 
materials,  treatises,  state  statutes,  and 
other  legal  reference  materials  in  books 
and  CD  ROM  products  from  the  Michie 
Company,  headquartered  in 
Charlottesville  (VA). 

- Reed  Elsevier’s  publishing  arm, 
Butterworth  U.S.A.,  which  was  merged 
with  Michie  earlier  this  year,  now  reports 
to  LIS  as  well. 

- LIS  is  also  responsible  for  product 
development  such  as  legal  toolbox 
software,  including  CheckCite™,  CiteRite 
II™,  Full  Authority™,  and 
CompareRite™. 
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• Business  Information  Services  (BIS) 
provides  products  and  services  to  Fortune 
1000  businesses  and  to  the  banking  and 
financial  communities. 

- BIS  develops  key  product  lines  for  the 
news,  financial,  marketing,  sales,  and 
management  consultant  markets. 

- In  addition  to  its  traditional  focus  on 
information  professionals  and  researchers, 
BIS  has  developed  several  lines  of 
enterprise-wide  information  services,  such 
as  current  awareness  e-mail  products,  and 
has  created  custom,  intuitive  software 
interfaces  for  various  types  of  information 
end  users,  such  as  marketers  and  sales 
professionals. 

• Government  Information  Services  (GIS) 
sells  LEXIS-NEXIS  services  to  federal, 
state,  and  local  courts,  departments,  and 
law  enforcement  agencies. 


• Congressional  Information  Service,  which 
is  aligned  with  GIS,  provides  printed 
indices,  electronic  databases,  and  archival 
microfiche  of  government  information  to 
librarians  and  researchers. 

• Public  Records  On-line  Service  markets 
public  records  electronic  information  to 
LEXIS-NEXIS  customers. 

• LEXIS  Document  Services  markets  public 
record  hardcopy  documents. 

Company  Strategy 

LEXIS-NEXIS’  mission  is  “to  help  business, 
legal,  and  government  professionals  to  collect, 
manage,  and  use  information  more 
productively.” 

Financials 

INPUT  estimates  that  LEXIS-NEXIS’  1995 
revenue  reached  $675  million.  A five-year 
revenue  summary  follows: 


LEXIS-NEXIS 

Five-Year  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$675.0* 

$606.0* 

$551.3 

$494.8 

$469.5 

• Percent  change  from 
previous  year 

11% 

9% 

11% 

5% 

7% 

* INPUT  estimate 


Market  Financials 

LEXIS-NEXIS  derives  its  revenue  from  a 
variety  of  subscribers,  including  law  firms  and 
law  schools,  corporations,  government 
agencies,  courts,  publishers,  journalists, 
broadcasters,  accountants,  financial  analysts, 
librarians,  and  other  professionals.  More 
than  779,000  active  users  subscribe  to  LEXIS- 
NEXIS  services. 


Revenue  Analysis  by  Product  Line 

INPUT  estimates  that  approximately  90%  of 
LEXIS-NEXIS'  revenue  is  derived  from  on- 
line electronic  information  services,  CD  ROM 
information  services,  software  products,  and 
manual  search  and  retrieval  services.  The 
remaining  10%  is  from  legal  publications. 
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Geographic  Markets 

INPUT  estimates  that  approximately  92%  of 
LEXIS-NEXIS'  1995  revenue  was  derived 
from  the  U.S.  and  the  remaining  8%  from 
other  international  sources. 

Employees 

As  of  October  15,  1996,  LEXIS-NEXIS  had 
approximately  4,300  employees. 

Key  Products  and  Services 

There  are  nearly  11,000  sources  between  the 
LEXIS  and  NEXIS  services  and  more  than 
one  billion  documents  on-line.  More  than  12 
million  documents  are  added  each  week. 

LEXIS®,  introduced  in  1973,  is  a computer- 
assisted  legal  research  service.  It  contains 
major  archives  of  federal  and  state  case  law, 
updated  statutes  of  all  50  states,  and  state 
and  federal  regulations. 

• The  LEXIS  service  has  41  specialized 
libraries  covering  virtually  every  field  of 
practice,  including  tax,  securities,  banking, 
environmental,  energy,  and  international. 

• The  service  contains  libraries  of  English, 
French,  and  Canadian  law,  and  other  legal 
materials  from  Australia,  New  Zealand, 
Mexico,  Ireland,  and  Scotland. 

• LEXIS  also  contains  a Hot  Topics  library 
that  provides  summaries  of  legal  and 
regulatory  developments  within  nearly  40 
practice  areas. 

• The  2ND  ARY  library  contains  secondary 
legal  research  material,  including  ALI 
Restatements  of  the  Law,  ALR®,  and  LEd2d 
articles  and  selected  state  jurisprudence. 

• Research  tools  available  on  the  LEXIS 
service  include  an  on-line  Guide  providing 
detailed  descriptions  of  all  NEXIS  and 
selected  LEXIS  libraries,  Shepard's®,  and 


AutoCite®  citation  services,  the  FOCUS™ 
keyword  search  feature,  and  the 
FREESTYLE  plain  English  search  feature. 

NEXIS®,  introduced  in  1979,  is  a full-text 

news  and  business  information  service  with 

more  than  7,100  full-text  sources  on-line. 

• Thousands  of  domestic  news  sources  are  on- 
line, including  The  New  York  Times,  The 
Washington  Post,  The  Los  Angeles  Times, 
Business  Week,  Fortune,  and  The  Economist. 

• International  business  information  and 
news  sources  include  news  services  such  as 
TASS,  Age  nee  France/Presse,  Kyodo, 
Deutsch  Press  Agency,  Xinhua,  AP,  UPI, 
and  Reuters. 

• In  addition,  the  NEXIS  service  contains 
more  than  2,000  sources  of  abstracts, 
including  The  Wall  Street  Journal. 

• Broadcast  transcripts  are  also  available  on- 
line, including  CNN,  National  Public  Radio 
news,  the  MacNeil-Lehrer  News  Hour,  ABC- 
TV  news,  and  official  Kremlin  International 
News  Broadcasts. 

• The  service  is  used  by  a range  of 
professionals  in  corporations,  marketing, 
advertising,  and  public  relations 
professionals,  investment  banks,  law  firms, 
libraries,  and  the  news  departments  of  print 
and  electronic  media. 

• The  NEXIS  service  also  offers  brokerage 
house  and  industry  analyst  reports;  public 
records  such  as  corporate  filings,  company 
records,  and  property  records;  tax 
information;  and  political  analysis  and 
information. 

The  following  services  are  also  available  from 
LEXIS-NEXIS: 
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• The  LEXIS®  Financial  Information™ 

Service  provides  U.S.  and  international 
business  and  financial  news,  SEC  filings, 
brokerage  house  research  reports  from  the 
INVESTEXT®  database,  private  company 
market  share  information,  and  real-time 
and  historical  stock  quotes  from  all  North 
American  exchanges. 

• The  LEXIS®  Country  Information™  Service 
contains  international  news  and  country 
analysis  reports  by  country,  region,  and 
topic.  International  files  can  be  searched  all 
at  once,  individually,  or  by  the  following 
regions:  Asia/Pacific,  Middle  East/Africa, 
North/South  America,  and  Europe. 

• The  Associated  Press  Political  Service 
(APOLIT)  contains  information  on  elections, 
political  issues,  polls,  and  candidates. 

• The  National  Automated  Accounting 
Research  System  (NAARS)  provides 
accounting  materials,  including  annual 
reports  of  public  corporations  and 
government  entities  and  reports  of  the 
American  Institute  of  Certified  Public 
Accountants. 

• The  MEDIS®  service  offers  full-text  medical 
information  from  the  publications  of  the 
American  Society  of  Hospital  Pharmacists, 
the  National  Cancer  Institute,  and  FDC 
Reports  Inc.  It  also  contains  Medline®,  a 
bibliographic  database  produced  by  the 
National  Library  of  Medicine  that  indexes 
over  3,600  medical  journals,  and 
information  on  disease,  trauma,  drugs,  and 
poison  available  from  Micromedex,  Inc. 

• The  LEXPAT™  Service  contains  the  full  text 
of  patent  and  trademark  information  for 
over  1.5  million  U.S.  patents  issued  since 
1975.  Approximately  75,000  new  patents 
are  added  each  year — usually  within  four 


days  of  issue.  Also  available  are  images  of 
patent  drawing  sheets  and  trademarks. 

Pricing  plans  for  LEXIS-NEXIS  services  are 
based  on  three  basic  categories — flat,  hourly, 
and  transactional  fees.  A government  pricing 
plan  is  also  available  to  federal,  state  and 
local  government  offices,  agencies,  and  courts. 

• Flat  rate  pricing  is  based  on  anticipated  or 
past  use  of  the  services. 

- Each  flat-rate  contract  is  customized. 

- The  LEXIS-NEXIS  ADVANTAGE  for 
Small  Law  Firms  is  a flat-rate 
subscription  program  ranging  from  $85  to 
$120  a month  (depending  on  the  state)  for 
state  legal  materials  and  unlimited 
printing  for  one  attorney. 

• Hourly  pricing  is  based  upon  which 
databases  will  be  accessed.  Volume 
discounts  are  available  based  on  the  number 
of  hours  on-line. 

• Transactional  pricing  includes  a 
subscription  fee  of  $125  for  a monthly 
“Commercial”  subscription  (for  concentrated 
use  of  legal  materials)  or  $50  per  month  for 
an  “Enhanced  NEXIS”  subscription. 

- Both  subscriptions  include  per-search 
charges  that  vary  depending  upon  which 
files  are  accessed. 

- Volume  discounts  based  upon  the  number 
of  searches  are  available. 

- Law  firm  transactional  subscribers  use 
only  a simplified  transactional  plan  that 
includes  a flat  $2-per-document  fee  for 
most  printing,  and  no  time-and-connect 
charges. 

LEXIS-NEXIS  also  offers  other  products  and 
services  as  shown  in  the  exhibit. 
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Exhibit 

LEXIS-NEXIS  Products  and  Services 


Product/Service 

Description 

LEXIS  Document  Services 

Provides  nationwide  access  to  searching  and  filing  of  hardcopy  Uniform 
Commercial  Code  (UCC),  corporate,  tax  lien,  and  judgment  documents 

LEXIS-NEXIS  Office 

Research  tool  allowing  the  integration  of  Folio  Infobase  Technology,  CD  ROM, 
word  processing  software,  images,  and  LEXIS-NEXIS  on-line  sessions  into 
legal  work  products 

LEXIS-NEXIS  Tracker 

For  Lotus  Notes  and  Microsoft  Mail,  Tracker  compiles  information  on  specified 
topics,  daily,  from  the  LEXIS-NEXIS  array  of  newspapers,  magazines, 
trade  journals,  and  publications 

LEXIS  Financial  Information  Services™ 

Business  and  financial  news,  EDGARPIus™  database  of  SEC  documents, 
international  brokerage  house  research  reports,  and  private  company 
information 

LEXIS  Public  Records  Online  Service 

Assets,  UCC,  and  lien  filing,  property  assessment,  deed  transfers,  court 
indices,  and  docket  information  from  selected  states 

CheckCite™  4.0  for  Windows™ 

Research  assistant  software  reads  legal  briefs,  creates  cite-quotes,  dials  the 
LEXIS  services,  and  retrieves  all  relevant  information.  Software  includes 
CiteRite ™ll,  FullAuthority™,  and  CompareRite™ 

Law  on  Disc™  legal  research  system 

LEXIS-NEXIS  On-line  Connection™  3.0  provides  software  link  to  the  LEXIS  on- 
line service  from  Michie’s  Law  on  Disc  series  of  annotated  codes  and 
statutes  and  Federal  Law  on  Disc 

NEXIS  Express™ 

Provides  nonsubscribers  with  search  and  retrieval  services.  Documents  are 
sent  via  facsimile  transmission,  overnight,  or  first-class  mail. 

NAARS 

LEXIS-NEXIS  Public  Records  Online  Service 

The  National  Automated  Accounting  Research  System  of  accounting  materials 

For  legal  research  on  parties  and  witnesses,  including  assets  and 
indebtedness,  experts,  judgment  debtors 

Publication  Tracker 

Electronic  delivery  of  selected  magazine  articles.  Available  through  Lotus 
Notes  and  Microsoft  Mail,  as  well  as  Novell  GroupWise,  Lotus  cc:Mail,  and 
the  Internet. 

LEXIS-NEXIS  InfoTailor™  Service 

Daily  briefing  service  that  allows  tracking  of  up  to  seven  profiles  of  information 
needs,  delivering  up  to  20  relevant  documents 

LEXIS-NEXIS  Faculty  Office  and  LEXIS-NEXIS 
Student  Office 
TrendPlus™ 

Unites  LEXIS-NEXIS  on-line  research  with  Folio  Infobase  technology  to  enable 
electronic  publishing  using  infobases 

A political  analysis  trends  tracking  system  that  uses  4,000  publications  and 
offers  five  levels  of  coverage,  including  global,  world  regional,  national, 
state  and  local,  and  specialty  coverage 

ECLIPSE™ 

An  electronic  clipping  service  that  automatically  reports  new  materials  that 
correspond  to  a saved  search  request 

LEXDOC®  Service 

Allows  subscribers  to  order  copies  of  public  records  retrieved  from  any 
jurisdiction  in  the  US,  as  well  as  in  Canada  and  the  Virgin  Islands 

FREESTYLE™ 

Enables  users  to  search  the  databases  using  natural  language  rather  than 
Boolean  logic 

EASY  SEARCH 

A library  that  contains  menus  and  screen  prompts  to  assist  the  user  in 
formulating  a search  request 
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Clients 

LEXIS-NEXIS’  services  are  used  by  lawyers, 
accountants,  financial  analysts,  journalists, 
and  information  specialists,  and  public 
relations,  marketing,  and  other  professionals. 

Marketing  and  Sales 

LEXIS-NEXIS  serves  customers  in  more  than 
60  countries  and  has  sales  representatives  in 
50  U.S.  cities,  as  well  as  offices  in  London 
(U.K.),  Toronto  (Canada),  and  Frankfurt 
(Germany). 

Alliances 

In  July  1996,  Reed  Elsevier,  the  parent 
company  of  LEXIS-NEXIS,  and  The  Times 
Mirror  Company,  parent  company  of  Matthew 
Bender  & Co.,  Inc.,  a leading  analytical  legal 
publisher  in  the  U.S,  entered  into  a long-term 
cross-licensing  agreement. 

• According  to  the  agreement,  Matthew 
Bender’s  publications  are  provided  on-line 
through  the  LEXIS  services. 

• In  addition,  a significant  portion  of  the 
LEXIS  caselaw  database  is  provided 
through  Matthew  Bender’s  print  and  CD 
ROM  products. 

In  April  1996,  LEXIS-NEXIS  and  Bloomberg 
Financial  Markets  announced  an  agreement 
whereby  the  financial  news  services 
Bloomberg  Business  News  and  the  Bloomberg 
Daily  Market  Summaries  will  be  available  for 
full-text  searching  for  the  first  time  on  the 
LEXIS-NEXIS  service. 

• The  Business  News,  used  by  more  than  160 
newspapers  in  the  U.S.,  Canada,  Europe, 
and  Asia,  is  now  available  on  a 12-hour 
delay. 

• The  Daily  Market  Summaries  of  key 
financial  figures  includes  worldwide  stock 


market  indices,  foreign  exchange  rates, 
interest  rates,  futures,  and  options  pricing 
and  commodities  cash  pricing. 

In  March  1996,  CompuServe  Network 
Services  signed  a renewal  agreement  to 
continue  providing  local  high-speed  dial  access 
to  the  LEXIS-NEXIS  on-line  information 
services.  The  original  agreement  between 
LEXIS-NEXIS  and  CompuServe  was 
established  in  1991. 

In  June  1995,  LEXIS-NEXIS  and  CNN 
announced  an  agreement  making  the  NEXIS 
service  the  exclusive  on-line  source  for  CNN 
transcripts  in  the  business  and  legal  markets. 
The  two  companies  also  made  plans  to  jointly 
develop  additional  on-line  products  to  enhance 
news  offerings  for  customers. 

Competition 

LEXIS-NEXIS’  major  competitors  by  service 
area  include  the  following: 

• LEXIS:  West  Publishing  Company 
(WESTLAW) 

• NEXIS:  Dow  Jones  News  Retrieval, 
DIALOG  Information  Services,  M.A.I.D., 
and  UMI 

• LEXIS  Financial  Information  Service:  Dow 
Jones  News  Retrieval  and  INVESTEXT 
(Business  Research  Corporation) 

INPUT  Assessment 

LEXIS-NEXIS  considers  its  major  strengths 
to  include: 

• Providing  both  the  LEXIS  database  of  legal 
information  and  the  NEXIS  database  of 
news  and  business  information  through  a 
common  searchable  interface 

• The  company’s  unique  search  and  retrieval 
technology,  which  allows  it  to  build  its 
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warehouse  with  increasing  levels  of 
availability,  speed,  and  reliability 

• A new  computing  infrastructure  that  creates 
a new  front-end  client/server  environment 
upon  which  the  company  expects  to  build 
new  Internet  browser-based  products  within 
the  decade 

The  company  feels  that  its  greatest  challenge 
is  the  increasing  number  of  new  entrants  into 
the  on-line  services  industry — small 
entrepreneurial  companies  that  are  targeting 
niche  markets  and  major  new  players  such  as 
IBM  and  Microsoft  that  are  making  forays 
into  the  information  services  business. 


Parent  Company 

Reed  Elsevier  Inc. 

Reed  House 
6 Chesterfield  Gardens 
London  W1A  1EJ,  UK 
Phone:  44  171  499  4020 
Revenue:  £3,649,000.000  (12/31/95) 
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September  1995 

LGS  Group  Inc. 


President:  Raymond  Lafontaine 

1253  McGill  College  Avenue 
Suite  1070 

Montreal,  Quebec  H3B  3Y5 
Phone:  (514)392-9193 

Fax:  (514)861-4114 


Status:  Public 

Employees:  1,000(4/95) 

Revenue:  $ 70,183,000  ($  Cdn.) 

Fiscal  Year  End:  3/31/95 


Key  Points 

• LGS  Group  Inc.  is  a major  provider  of 
systems  integration  and  other  information 
technology  services  in  Canada. 

• LGS  has  expertise  in  telecommunications 
architecture  and  development, 
telecommunications  management, 
information  systems  architecture  and 
development  and  EDI  implementations. 

• LGS’  European  subsidiary,  Anabel  S.A., 
maintained  its  position  during  fiscal  1995, 
posting  revenue  of  $10.6  million. 


• Tighter  cost  controls,  along  with 
administrative  changes  made  in  offices  to 
increase  efficiency,  led  to  net  earnings  of 
$286,000  during  fiscal  1995,  a noticeable 
improvement  over  the  previous  year  when 
the  company  reported  a loss  of  $1.4  million 

Company  Description 

LGS  Group  Inc.  is  one  of  the  top  ten  systems 
integrators  in  Canada.  The  company  also 
provides  management  consulting  professional 
services,  outsourcing  services  and  several 
proprietary  software  products  and 
methodologies. 

LGS  supports  a client  base  of  more  than  500 
public  and  private  sector  firms  through  twelve 
Canadian  and  three  French  offices. 
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LGS  was  founded  in  Montreal  in  1979  by 
Raymond  Lafontaine,  Andre  Gauthier  and 
Jerome  Shattner,  three  former  IBM  Canada 
managers. 

Organization  and  Structure 

During  fiscal  1995,  LGS  continued  to  undergo 
major  organizational  changes,  including  the 
creation  of  a corporate  office  and  two 
operational  divisions. 

• The  Corporate  Office  is  made  up  of  the 
president  and  key  executives  who  have  been 
freed  from  current  operational 
responsibilities  to  devote  more  time  and 
effort  to  strategic  concerns.  Objectives  of 
this  office  include  setting  and  enforcing 
internal  standards  on  human  resources, 
business  processes  and  project  management. 
Additionally,  this  office  oversees  research 
and  development,  explores  new  market 
opportunities  and  develops  strategic 
alliances  with  business  partners. 

• The  Canadian  Operations  Division  and 
European  Operations  Division  focus  on  their 
respective  markets  and  work  to  develop 
close  relationships/partnerships  with  their 
clients. 

LGS  operates  out  of  eleven  offices  across 
Canada  and  its  100%-owned  European 
subsidiary,  Anabel  S.A.,  with  three  offices  in 
France. 

Canadian  offices  are  in  Montreal  and  Quebec 
City  (Quebec),  Toronto  and  Ottawa  (Ontario), 
Winnipeg  (Manitoba),  Regina  and  Saskatoon 
(Saskatchewan),  Calgary  and  Edmonton 
(Alberta)  and  Vancouver  and  Victoria  (British 
Columbia). 

French  offices  are  in  Belfort,  Paris  and  Lyon. 


Company  Strategy 

The  LGS  mission  is  to: 

• Enable  companies  to  improve  their  business 
processes  through  cost-effective 
implementation  of  information  technology 

• Help  clients  establish  a meaningful  vision  of 
the  future 

• Assist  clients  in  their  strategic  direction  by 
designing,  building  and  managing  relevant 
information  technology  solutions 

LGS  has  set  a goal  to  become  a multinational 
player  with  a presence  in  Canada,  the  U.S., 
Europe  and  Asia.  LGS  has  completed  initial 
expansion  into  Europe  through  its  acquisition 
of  France-based  Anabel  S.A. 

Financials 

LGS’  fiscal  1995  revenue  reached  $70.2 
million,  a 17%  increase  over  fiscal  1994 
revenue  of  $59.9  million.  Net  income  rose  to 
$286,000,  up  from  a net  loss  of  $1.4  million  in 
fiscal  1994. 

LGS  management  primarily  attributes  fiscal 
1995  results  to  the  following: 

• Canadian  revenues  (representing  85%  of 
total  revenue)  increased  23%  during  fiscal 
1995.  Offices  in  Western  Canada 
experienced  15%  growth;  revenues  in 
Quebec  increased  22%;  revenue  in  Ontario 
jumped  34%. 

• LGS  operations  in  France  posted  a 7% 
reduction  in  revenues  between  fiscal  1994 
and  1995.  During  the  past  year,  LGS  has 
stepped  up  efforts  in  the  delivery  of  fixed- 
price  projects,  some  of  which  exceeded  their 
original  estimates,  resulting  in  decreased 
revenues. 
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• Expenditures  rose  only  13%  during  the  year,  A five-year  financial  summary  follows  (all 
reflecting  tighter  cost  controls  and  results  are  reported  in  $ Canadian): 

organizational  changes  initiated  during 
fiscal  1992  and  completed  during  fiscal 
1995. 


LGS  Group  Inc. 
Five-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

Item 

3/95 

3/94 

3/93 

3/92 

3/91 

Revenue 

$70.2 

$59.9 

$56.0 

$50.0 

$52.0 

• Percent  change  from 

previous  year 

17% 

7% 

12% 

(4%) 

11% 

Income  (loss)  before  taxes 

$0.5 

$(2.0) 

$1.4 

$(3.7) 

$2.4 

• Percent  change  from 
previous  year 

125% 

(243%) 

138% 

(a) 

(254%) 

(31%) 

Net  income  (loss) 

$0.3 

$(1.4) 

$0.8 

$(3.2) 

$1.4 

• Percent  change  from 

previous  year 

121% 

(275%) 

125% 

(329%) 

(33%) 

(a)  Includes  losses  of  $400,000  related  to  the  Anabel  acquisition  and  restructuring. 


Losses  in  fiscal  1994  were  primarily  due  to 
additional  costs  incurred  for  the  delivery  of 
information  systems  to  LGS  clients,  the  write- 
off of  certain  assets  and  significant 
investments  in  marketing  efforts  related  to 
several  major  systems  integration  and 
development  contracts. 

Interim  Results 

Revenue  for  the  three  month  ending  June  30, 
1995  reached  $19.7  million,  a 24%  increase 
over  $15.8  million  for  the  same  period  in  1994. 
Net  earnings  reached  $382,000,  compared 
with  net  earnings  of  $101,000  for  the  same 
period  a year  ago.  Results  were  attributed 
primarily  to  effective  cost  controls  and 
increased  revenue  in  nearly  all  offices. 

Market  Financials 

LGS  targets  companies  in  banking,  insurance, 
trusts,  wholesale  and  retail  distribution, 


transportation,  energy  resources  (oil,  gas, 
hydro),  utilities,  manufacturing,  health, 
education,  government  (federal,  provincial, 
municipal),  public  services  and  the  media. 

Fiscal  1995  revenue  was  derived 
approximately  as  follows: 


Government 42% 

Distribution/transportation 

and  manufacturing 28% 

Banking/insurance 27% 

Other 3% 


100% 

INPUT  estimates  LGS’  fiscal  1995  revenue 
was  derived  approximately  as  follows: 
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Systems  development/ 

systems  integration 65% 

Consulting 20% 

Systems  operations 10% 

Software  product  licenses 5% 


100% 


Geographic  Markets 

Approximately  85%  of  LGS’  fiscal  1995 
revenue  was  derived  from  Canada  and  15% 
from  France.  A three-year  geographic  source 
of  revenue  summary  follows: 


LGS  Group  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/93 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

Item 

$ 

Total 

$ 

Total 

$ 

Total 

Canada 

$59,6 

85% 

$48.6 

81% 

$48.2 

86% 

France 

10.6 

15% 

11.3 

19% 

7.8 

14% 

Total 

$70.2 

100% 

$59.9 

100% 

$56.0 

100% 

Acquisitions 

Since  1987,  LGS  has  expanded  its  Canadian 
operations  with  three  acquisitions: 

• Ultracom  Consulting  Services  Ltd.  (Ottawa), 
in  1987 

• QRD  Systems  Consultants  Ltd.  (Edmonton), 
in  1987 

• L&L  Informatique  (Chicoutimi),  in  1989 

In  1989,  LGS  expanded  into  France  through 
the  acquisition  of  Anabel  S.A. 

Employees 

As  of  March  31,  1995,  LGS  had  approximately 
1,000  employees,  of  which  90%  were  engaged 
in  providing  services  and  10%  in 
administrative  functions. 

The  company  currently  has  about  1,000 
employees — including  more  than  850 
employees  in  Canada  and  the  remainder  in 
France. 


Key  Products  and  Services 

LGS  offers  a range  of  information  technology 
services  as  follows: 

• Business  integration: 

Management  consulting 
Evaluation  and  audit 
Strategic  planning 
Technology  monitoring 
Global  business  architecture 
Business  process  reengineering 
Change  management 
Interim  management 
Training 

• Systetns  integration: 

Systems  architecture 
Client/server  environments 
Quality  assurance 
Systems  design  and  development 
Integrated  telecommunications 
networks  design  and  development 
Implementation  and  maintenance 
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Training 

Prime  contracting  and  risk 
management 

• Outsourcing: 

Systems  development  and 
maintenance 

Client/server  environments 
Telecommunications  management 
Call  center  management 
Information  highway  servers 
management 
Hotline  services 
Business  functions 

LGS  has  expertise  in  new  technologies  such  as 
electronic  commerce  and  EDI,  open  system 
interconnection  (OSI),  the  information 
superhighway,  integrated  digital  transmission 
(voice,  data,  image),  systems  development 
methodologies,  project  management  tools, 
relational  databases,  image  processing, 
client/server  networks  and  working  group 
support  systems. 

The  company  also  has  vertical  expertise  in 
banking,  insurance,  trusts,  wholesale  and 
retail  distribution,  transportation, 
manufacturing,  health,  education,  government 
(federal,  provincial,  municipal),  public 
services  and  the  media. 

The  company  has  received  recent  contract 
awards  from  Workman’s  Compensation  of 
Ontario,  Hydro-Quebec,  Prudential  Insurance, 
Alberta  Energy,  Manitoba,  Telephone, 

Revenue  Quebec,  Standard  Life  and  Canadian 
Depositories  for  Securities  (CDS). 

The  LGS  Software  Studio™,  officially 
launched  in  September  1992,  is  a centralized 
workshop  that  allows  LGS  and  its  clients  to 
design  information  systems  solutions  in  a 
laboratory  environment.  Information  systems 
can  be  created  more  effectively,  with  higher 


quality,  lower  costs  and  more  quickly  at  a 
centralized  location  with  advanced  equipment 
and  specific  tools  for  design  re-engineering 
together  with  expert  LGS  personnel  familiar 
with  the  specific  equipment. 

• The  LGS  Software  Studio  is  most  effective 
for  systems  planning,  building  parallel 
systems  and  systems  upgrading.  It  follows 
the  principle  of  Concurrent  Engineering. 

• Components  of  The  LGS  Software  Studio 
include  the  following: 

- The  Design  Lab  is  used  to  define  global  or 
system  specific  architectures,  re- 
engineering business  processes  and  fine- 
tune  ideas,  prototypes  and  user-system 
interfaces. 

- The  Production  Centre  turns  the  business 
solution  emerging  from  the  Design  Lab 
into  operating  applications  software. 
Production  is  completed  in  parallel  with 
design  and  is  based  on  the  reuse  of  tested 
components  and  automated  code 
generation.  Verification  and  validation 
are  done  by  prototyping. 

- The  Enhancement  Workshop  supports 
effective  design  and  implementation  of 
changes  and/or  upgrades  in  the 
information  system. 

• LGS  has  studios  in  operation  in  Montreal, 
Ottawa,  Quebec  City,  Toronto,  Vancouver 
and  Belfort  (France). 

Products 

As  part  of  its  consulting,  project  contracting 
and  outsourcing  services,  LGS  will  also  sell 
methodologies  and  internally  produced 
applications  software. 

LGS  has  a series  of  methodologies  (LGS 
Inspiration)  for  managing  and  conducting 
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assignments  that  are  now  packaged  as 
follows: 

• In-PLAN  (strategic  planning) 

• In-VENT  (business  process  reinvention) 

• In-ARCH  (global  architecture) 

• In-DEV  (systems  development) 

• In-PRO  (project  management) 

LGS  offers  several  tools  that  were  originally 
developed  for  specific  clients  and  subsequently 
obtained  for  distribution  rights. 

• E.D.I  Trans/Form,  EDI  software 

• C.S.I.O.  Trans/Form,  EDI  (Canadian 
Standards  Insurance  Organization) 

• LGS  Healthcare  Solution,  patient  record 
and  administration  software 

• Distribution  Management,  software  for 
managing  wholesale  and  retail  operations 

• Integrated  Telephone  Systems,  focusing  on 
call  center  management  and  integrated 
voice  response  systems 

Clients 

Systems  integration/systems  development 
clients  include  Desjardins  Group,  Ontario 
Government  and  Prudential  Insurance. 

Outsourcing  clients  include  Air  Canada, 
Hydro-Quebec  and  Carrefour  Group. 

LGS  has  developed  call  management  systems 
for  companies  such  as  Hydro-Quebec  and  CF 
Cable  TV. 

Other  clients  include  Banque  Laurentienne, 
Banque  Nationale,  Bombardier,  Canadair, 
CDS,  Consolidated  Bathurst,  CSST, 

Federation  de  Quebec  des  Caisses  populaires 
Desjardins,  Fiducie  du  Quebec,  La  Defense 
nationale,  La  Sauvegarde,  La  Solidarite,  Loto- 


Quebec,  MacKenzie  Financial  Services, 
Ministere  de  l’Expansion  regionale,  Oerlikon, 
Office  municipal  d’habitation  de  Montreal, 
Provigo  inc.,  Revenu  Quebec,  Secal  (Alcan 
Canada),  SICO  inc.,  Societe  des  alcools  du 
Quebec,  STCUM  and  Workman’s 
Compensation  of  Ontario. 

Marketing  and  Sales 

LGS  markets  its  products  and  services 
through  a direct  sales  force  and  various 
business  partners  where  appropriate. 

Alliances 

LGS  has  various  alliances/  marketing  with 
business  partners  in  North  America  and 
Europe. 

LGS  is  an  accredited  value-added  developer  of 
interactive  voice  response  (IVR)  call 
management  systems  for  Northern  Telecom. 

Competitors 

LGS’  major  competitors  in  Canada  include 
ISM  Information  Management  (IBM  Canada), 
SHL  Systemhouse,  Andersen  Consulting, 

DMR  Group  and  CGI  Group. 

In  France,  competition  comes  primarily  from 
Cap  Gemini  Sogeti,  Andersen  Conseil,  Sigma, 
SFMI  and  IPL. 

INPUT  Assessment 

LGS’  strengths  include  its  expertise  in 
telecommunications  and  project  management 
and  its  design  reengineering  tools. 

Challenges  for  LGS  include  competing  in  the 
business  process  reengineering  market 
against  much  larger  competitors,  including 
Andersen  Consulting;  expanding  European 
operations  outside  France;  and  expanding  the 
scope  of  the  Inspiration  methodologies  and 
applications  product  line. 
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LGS  Group  Inc. 


President:  Raymond  Lafontaine 

1253  McGill  College  Avenue 
Suite  1070 

Montreal,  Quebec  H3B 

Phone:  (514)392-9193 

Fax:  (514)861-4114 


Status:  Public 

Employees:  825  (4/94) 

Revenue:  $ 56,026,000  ($  Cdn.) 

Fiscal  Year  End:  3/31/93 


Key  Points 

• LGS  Group  Inc.  is  a major  provider  of 
systems  integration  and  other 
information  technology  services  in 
Canada. 

• LGS  has  expertise  in 
telecommunications  architecture  and 
development,  telecommunications 
management,  information  systems 
architecture  and  development  and  EDI 
implementations. 


• LGS'  European  subsidiary,  Anabel  S.A., 
showed  a strong  recovery,  with  revenue 
rising  66%  to  $7.8  million  during  fiscal 
1993. 

• Organizational  changes  and  personnel 
recruitment  efforts  undertaken  during 
fiscal  1992  increased  efficiencies  during 
fiscal  1993,  generating  net  earnings  of 
more  than  $800,000,  a noticeable 
improvement  over  the  previous  year 
when  the  company  reported  a loss  of 
$3.2  million. 

• Nine-month  results  for  fiscal  1994 
showed  revenue  increasing  9%  to  nearly 
$45  million,  however,  the  company 
sustained  losses  of  $931,000  million  due 
to  increased  marketing  costs  for 
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procurement  efforts  related  to  several 
major  systems  integration  and 
development  contracts  along  with 
additional  costs  for  delivering  systems  to 
clients. 

Company  Description 

LGS  Group  Inc.  is  one  of  the  top  ten 
systems  integrators  in  Canada.  The 
company  also  provides  management 
consulting  professional  services, 
outsourcing  services  and  several 
proprietary  software  products  and 
methodologies. 

LGS  supports  a client  base  of  more  than 
400  public  and  private  sector  firms 
through  eleven  Canadian  and  three 
French  offices. 

LGS  was  founded  in  Montreal  in  1979  by 
Raymond  Lafontaine,  Andre  Gauthier  and 
Jerome  Shattner,  three  former  IBM 
Canada  managers. 

Structure  and  Operations 

LGS  operates  out  of  eleven  offices  across 
Canada  and  its  75%-owned  European 
subsidiary,  Anabel  S.A.,  with  three  offices 
in  France. 

Canadian  offices  are  in  Montreal  and 
Quebec  (Quebec),  Toronto  and  Ottawa 
(Ontario),  Winnipeg  (Manitoba),  Regina 
(Saskatchewan),  Calgary  and  Edmonton 
(Alberta)  and  Vancouver  and  Victoria 
(British  Columbia). 

French  offices  are  in  Belfort,  Paris  and 
Lyon. 


Strategy 

The  LGS  mission  is  to: 

• Enable  companies  to  improve  their 
business  processes  through  cost-effective 
implementation  of  information 
technology 

• Help  clients  establish  a meaningful 
vision  of  the  future 

• Assist  clients  in  their  strategic  direction 
by  designing,  building  and  managing 
relevant  information  technology 
solutions 

LGS  has  set  a goal  to  become  a 
multinational  player  with  a presence  in 
Canada,  the  U.S.,  Europe  and  Asia.  LGS 
has  completed  initial  expansion  into 
Europe  through  its  acquisition  of  France- 
based  Anabel  S.A. 

LGS  anticipates  annual  revenues  will 
reach  $100  million  by  1996. 

Financials 

LGS’  fiscal  1993  revenue  reached  $56.0 
million,  a 12%  increase  over  fiscal  1992 
revenue  of  $50.0  million.  Net  income  rose 
to  $800,000,  up  from  a net  loss  of  $3.2 
million  in  fiscal  1992. 

• Fiscal  1992  losses  include  $400,000  in 
losses  from  Anabel  S.A.  due  to  a 33% 
($2.1  million)  decline  in  sales,  $500,000 
in  restructuring  charges  and  a $2.3 
million  write-off  of  goodwill  related  to 
the  Anabel  S.A.  acquisition  in  1989. 

• A five-year  financial  summary  follows 
(all  results  are  reported  in  $ Canadian): 
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LGS  Group  Inc. 
Five-Year  Financial  Summary 

($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

3/93 

3/92 

3/91 

3/90 

3/89 

Revenue 

$56.0 

$50.0 

$52.0 

$46.1 

$35.9 

• Percent  change  from 

previous  year 

12% 

(4%) 

11% 

28% 

34% 

Income  (loss)  before  taxes 

$1.5 

$(3.7) 

$2.4 

$3.5 

$2.8 

• Percent  change  from 

(a) 

previous  year 

141% 

(254%) 

(31%) 

25% 

40% 

Net  income  (loss) 

$0.8 

$(3.2) 

$1.4 

$2.1 

$1.6 

• Percent  change  from 

previous  year 

125% 

(329%) 

(33%) 

31% 

60% 

(a)  Includes  losses  related  to  Anabel  acquisition  and  restructuring. 


LGS  management  primarily  attributes 
fiscal  1993  results  to  the  strong  recovery 
of  its  European  subsidiary,  the  upswing  in 
Canadian  operations  (despite  a sluggish 
economy)  and  organizational  changes 
made  during  fiscal  1992. 

Interim  Results:  Revenue  for  the  nine 
months  ending  December  31,  1993 
reached  $44.9  million,  a 9%  increase  over 
$41.2  million  for  the  same  period  in  1992. 
Net  losses  were  $931,000  compared  with 
net  earnings  of  $558,000  for  the  same 
period  a year  ago.  The  loss  was  primarily 
due  to  additional  costs  incurred  for  the 
delivery  of  information  systems  to  LGS 
clients,  the  write-off  of  certain  assets  and 
significant  investments  in  marketing 
efforts  related  to  several  major  systems 
integration  and  development  contracts. 

Market  Financials 

LGS  targets  companies  in  banking, 
insurance,  trusts,  wholesale  and  retail 
distribution,  transportation,  energy 


resources  (oil,  gas,  hydro),  manufacturing, 
health,  education,  government  (federal, 
provincial,  municipal),  public  services  and 
the  media. 

Fiscal  1993  revenue  was  derived 
approximately  as  follows: 


Distribution/transportation 37% 

Government 35% 

Banking/insurance 13% 

Manufacturing 7% 

Medical/education 5% 

Other 3% 


100% 

INPUT  estimates  LGS'  fiscal  1993 
revenue  was  derived  approximately  as 
follows: 


Systems  development/ 

systems  integration 65% 

Consulting 20% 

Systems  operations 10% 

Software  product  licenses 5% 


100% 
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Geographic  Markets 

Approximately  86%  of  LGS'  fiscal  1993 
revenue  was  derived  from  Canada  and 


Acquisitions 

Since  1987,  LGS  has  expanded  its 
Canadian  operations  with  three 
acquisitions: 

• Ultracom  Consulting  Services  Ltd. 
(Ottawa),  in  1987 

• QRD  Systems  Consultants  Ltd. 
(Edmonton),  in  1987 

• L&L  Informatique  (Chicoutimi),  in  1989 

In  1989,  LGS  expanded  into  France 
through  the  acquisition  of  Anabel  S.A. 

Employees 

As  of  March  31,  1993,  LGS  had 
approximately  800. 

The  company  currently  has  about  825 
employees — including  more  than  725 
employees  in  Canada  and  the  remainder 
in  France. 


14%  from  France.  A three-year 
geographic  source  of  revenue  summary 
follows: 


Key  Products  and  Services 

LGS  offers  a range  of  information 
technology  services  as  follows: 

• Business  integration: 

- Management  consulting 

- Evaluation  and  audit 
Strategic  planning 
Technology  monitoring 
Global  business  architecture 
Business  process  re-engineering 
Change  management 
Interim  management 
Training 

• Systems  integration: 

Systems  architecture 
Client/server  environments 

- Quality  assurance 

Systems  design  and  development 
Implementation  and  maintenance 
Training 

Prime  contracting  and  risk 
management 


LGS  Group  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/93 

3/92 

3/91 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Canada 

$48.2 

86% 

$45.3 

91% 

$45.0 

87% 

France 

7.8 

14% 

4.7 

9% 

7.0 

13% 

Total 

$56.0 

100% 

$50.0 

100% 

$52.0 

100% 
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• Outsourcing: 

- Systems  development  and 
maintenance 

- Applications  development 
management 

Client/server  environments 

- Telecommunications/network 
management 

- Systems  operations 

- Hotline  services 

- Business  functions 

LGS  has  expertise  in  new  technologies 
such  as  electronic  commerce  and  EDI, 
open  system  interconnection  (OSI),  digital 
transmission  (voice,  data,  image),  systems 
development  methodologies,  computer- 
assisted  systems  engineering  (CASE), 
project  management  tools,  relational 
databases,  image  processing,  group 
support  systems  and  client/server 
networks. 

Recent  contract  awards/examples  include 
the  following: 

• Consulting  and  engineering  services  for 
Manitoba  Telephone,  Health  & Welfare 
Canada,  Nouvelles  Messageries  de 
Presse  Parisienne 

• LGS  is  providing  systems  management 
outsourcing  to  St-Francois  D'Assise 
Hospital  in  Quebec 

• LGS  is  developing  a major  business 
system  using  client/server  technology  to 
provide  Alberta  Energy  with  a 
streamlined  and  simplified  process  for 
the  collection  of  gas  royalties. 


The  LGS  Software  Studio™,  officially 
launched  in  September  1992,  is  a 
centralized  workshop  that  allows  LGS  and 
its  clients  to  design  information  systems 
solutions  in  a laboratory  environment. 
Information  systems  can  be  created  more 
effectively,  with  higher  quality,  lower 
costs  and  more  quickly  at  a centralized 
location  with  advanced  equipment  and 
specific  tools  for  design  re-engineering 
together  with  expert  LGS  personnel 
familiar  with  the  specific  equipment. 

• The  LGS  Software  Studio  is  most 
effective  for  systems  planning,  building 
parallel  systems  and  systems  upgrading. 

• Components  of  The  LGS  Software  Studio 
include  the  following: 

- The  Design  Lab  is  used  to  define  global 
or  system  specific  architectures,  re- 
engineering business  processes  and 
fine-tune  ideas,  prototypes  and  user- 
system  interfaces. 

- The  Production  Centre  turns  the 
business  solution  emerging  from  the 
Design  Lab  into  operating  applications 
software.  Production  is  completed  in 
parallel  with  design  and  is  based  on 
the  reuse  of  tested  components  and 
automated  code  generation. 

Verification  and  validation  are  done  by 
prototyping. 

- The  Enhancement  Workshop  supports 
effective  design  and  implementation  of 
changes  and/or  upgrades  in  the 
information  system. 
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• LGS  has  studios  in  operation  in 
Montreal,  Ottawa,  Quebec  City,  Toronto, 
Vancouver  and  Belfort  (France). 

Products: 

As  part  of  its  consulting,  project 
contracting  and  outsourcing  services,  LGS 
will  also  sell  methodologies  and  internally 
produced  applications  software. 

LGS  has  a series  of  methodologies  (LGS 
Inspiration)  for  managing  and  conducting 
assignments  that  are  now  packaged  as 
follows: 

• In-PLAN  (strategic  planning) 

• In-VENT  (business  process  reinvention) 

• In-ARCH  (global  architecture) 

• In-DEV  (systems  development) 

• In-OPS  (operations  management) 

• In-PRO  (project  management) 

• In-VEST  (investment  management) 

LGS  offers  several  tools  that  were 
originally  developed  for  specific  clients 
and  subsequently  obtained  for  distribution 
rights. 

• E.D.I  Trans/Form,  EDI  software 

• C.S.I.O.  Trans/Form,  EDI  (Canadian 
Standards  Insurance  Organization) 

• LGS  Healthcare  Solution,  patient  record 
and  administration  software 


• Distribution  Management,  software  for 
managing  wholesale  and  retail 
operations 

Clients 

Systems  integration/systems  development 
clients  include  Desjardins  Group,  Ontario 
Government  and  Prudential  Insurance. 

Outsourcing  clients  include  Air  Canada, 
Hydro  Quebec  and  Carrefour  Group. 

Marketing  and  Sales 

LGS  markets  its  products  and  services 
through  a direct  sales  force  and  various 
business  partners  where  appropriate. 

Alliances 

LGS  has  various  alliances/  marketing 
with  business  partners  in  North  America 
and  Europe. 

• LGS  has  an  alliance  with  Videoway 
Communications  Inc.  to  expand  and 
integrate  the  use  of  multimedia 
transactional  services  between 
households  and  businesses. 

- Videoway  is  a wholly-owned  division  of 
Le  Group  Videotron  Ltee  that  develops 
and  markets  multimedia  systems  for 
telematic  services,  video  games  and 
interactive  television. 

- Videoway  will  provide  LGS 
information  and  expertise  on 
multimedia  technologies  for  LGS  to 
develop,  implement  and  expand  such 
systems  for  its  clients. 

Competitors 

LGS'  major  competitors  in  Canada  include 
ISM  Information  Management,  SHL 
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Systemhouse,  Bell  Sygma,  Andersen 
Consulting  and  DMR  Group. 

In  France,  competition  comes  primarily 
from  Cap  Gemini  Sogeti  Ouroumoff  Group 
an  IPL. 

INPUT  Assessment 

LGS'  strengths  include  its  expertise  in 
telecommunications  and  project 
management  and  its  design  re- 
engineering tools. 

Challenges  for  LGS  include  competing  in 
the  business  process  re-engineering 
market  against  much  larger  competitors, 
including  Andersen  Consulting; 
expanding  European  operations  outside 
France;  and  expanding  the  scope  of  the 
Inspiration  methodologies  and 
applications  product  line. 
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Liant  Software  Corporation 


President:  Uzi  Yair 

959  Concord  Street 
Framingham,  MA  01701-4613 
Phone:  (508)  872-8700 

Fax:  (508)  626-2221 


Status:  Private 

Employees:  125 

Revenue:  $ 20,000,000 

Fiscal  Year  End:  12/31/93 


Key  Points 

• Liant  Software  Corporation  is  a leading 
supplier  of  open  systems  development  tools  and 
technologies  that  help  software  developers 
transition  legacy  data  and  commercial 
applications  to  open  client/server  systems. 

• In  1994,  Liant  released  Open  PL/I  Version  5.0, 
the  only  commercially  available  PL/I 
development  toolset  for  UNIX. 

• In  1994,  Liant  introduced  a set  of  tools  that 
allows  a customer  with  monolithic  COBOL 
applications  to  redistribute  application 


functionality  across  a distributed  network — in 
order  to  achieve  significantly  improved  user 
presentation  and  true  client/server  processing. 

• In  1994,  Liant  announced  its  latest  product 
family — Relativity — which  enables  users  and 
developers  to  access  existing  COBOL  data 
seamlessly,  transparently  and  directly. 
Relativity  products  provide  a way  to  integrate 
legacy  data  from  3GL  code  and  to  access 
legacy  data  via  ODBC-enabled  desktop 
systems. 

• In  1994,  Liant  released  C++/Views  Version 
3.0 — allowing  portable  CUI  applications  to  be 
rapidly  developed  once,  and  readily  deployed 
without  code  modification  across  a variety  of 
GUI  platforms. 
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Company  Description 

Liant  provides  a range  of  programming  language 
and  development  tools  for  the  open  systems 
market.  Liant's  software  enables  users  to  design, 
create,  test  and  debug  complex  applications  on  a 
range  of  platforms,  from  PC  to  UNIX,  while 
maintaining  full  source  and  object  level 
portability. 

Operations  and  Structure 

Liant  has  three  divisions  as  follows: 

• The  Object  Technology  Division,  based  in 
Framingham  (MA),  markets  and  supports 
Liant's  object  technology  tools. 

• The  RM  Division,  based  in  Austin  (TX), 
markets  and  supports  Liant's  RM  client/server 
tools  and  the  Relativity  product  line. 

• The  LPI  Division,  based  in  Framingham  (MA), 
markets  and  supports  Liant's  conventional  3GL 
development  tools  and  Open  PL/I  rehosting 
solutions. 

International  offices  are  in  London  and  Tokyo. 

Company  Strategy 

Liant's  mission  is  to  provide  tools  and 
technologies  that  help  software  developers 
transition  legacy  applications  to  client/server 
computing. 

• Liant  realizes  that  the  transition  to  client/server 
computing  cannot  be  realistically  achieved 
unless  existing  business  applications  can  be 
economically  integrated  with  new  client/server 
development. 

• Liant  has  committed  to  offering  a range  of  tools 
supporting  the  varying  methods  available  for 
transitioning  legacy  systems  to  client/server — 
from  enlisting  systems  integrators  to  migrate 
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code  from  proprietary  to  open  systems,  to  re- 
engineering entire  systems. 

Liant's  product  line  is  founded  on  three  key 
features: 

• Adherence  to  open  systems  hardware 
environments  and  software  standards  (e.g. 
ODBC) 

• Hardware  independence  for  flexible  application 
development  and  the  ability  to  build  enduring, 
portable  applications 

• Comprehensive  software  tools  and  libraries 
necessary  for  complete  application  development 

Financials 

Liant's  1993  revenue  was  $20  million,  compared 
to  $19  million  in  1992  and  $23  million  in  1991. 
Revenue  declines  in  1992  were  due  to  the 
divestiture  of  Liant's  graphics  tools  division. 

Market  Financials 

For  1993,  approximately  40%  of  Liant's  revenue 
was  derived  from  commercial  independent 
software  vendors,  20%  from  workstation 
programmers,  20%  from  corporate  commercial 
accounts,  and  20%  from  computer 
manufacturers. 

Users  of  Liant's  software  products  include 
computer  manufacturers,  software  application 
developers,  VARs  and  the  federal  government. 

Geographic  Markets 

Approximately  55%  of  Liant's  1993  revenue  was 
derived  from  the  U.S.  and  45%  from  international 
sources. 

In  addition  to  its  headquarters  in  Framingham 
(MA),  Liant  has  sales  offices  in  Austin  (TX), 
London  (England),  and  Tokyo  (Japan). 

Liant  Software  Corporation 
June  1994 
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Divestitures 

In  November  1992,  Liant  sold  TGS,  the 
company's  graphics  division,  to  Landmark 
Ventures,  Inc.  The  sale  involved  Liant's  FIGraph, 
FIGARO+  and  FIGt  graphics  toolkit  products, 
which  generated  annual  revenue  of  about  $2.7 
million. 

Employees 

Liant  has  approximately  125  employees, 
segmented  as  follows: 


Marketing  and  sales 35 

Customer  support 21 

Research  and  development 41 

General  and  other 28 

125 


Key  Products  and  Services 

One  hundred  percent  of  Liant's  revenue  is  derived 
from  software  products  and  associated  support 
services. 

The  software  products  are  available  on  a variety 
of  UNIX  and  DOS  systems,  including  those 
based  on  the  following  architectures:  Intel  80386 
and  80486,  Pentium,  Sun  SPARC,  Motorola 
88000,  IBM  RISC  System  6000,  HP  9000  Series 
700/800,  NCR  and  Unisys. 

Object  Technology  Tools: 

C++/Views  (acquired  from  CNS,  Inc.  of 
Minneapolis,  MN  in  early  1992)  is  an  object- 
oriented  application  framework  for  developing 
multiplatform  graphical  user  interface  programs 
using  C++. 

C-scape  is  a library  of  C functions  for  designing 
portable,  character-based  user  interfaces.  The 
Look  & Feel  Screen  Designer  is  a visual  design 
tool  that  generates  C code  or  portable  screen 
files. 

Liant  Software  Corporation 
June  1994 


Rehosting  Tools: 

Open  PL/I  allows  rehosting  of  PL/I  applications 
to  UNIX  systems  from  mainframes  and  other 
proprietary  systems. 

CodeWatch  is  Liant's  X/Motif,  interactive 
window-based  debugger  for  easy,  rapid 
debugging  of  any  language  program.  CodeWatch 
allows  programmers  to  debug  using  the 
conventions  and  symbols  of  each  language. 

Legacy  Data  Access  Tools: 

Relativity  provides  client/server  direct  access  to 
legacy  data  via  ODBC  and  encapsulated  business 
logic  via  stored  procedures. 

Client/Sen>er  Tools: 

RM/COBOL  is  an  ANSI  COBOL 
compiler/runtime  system. 

RM/CodeBench  is  an  integrated  application 
development  environment. 

RM/PAlNELS  is  a graphical  user  interface  builder 
for  COBOL  applications. 

RM/plusDB  is  a relational  database  gateway  for 
COBOL  programs. 

RM/InfoExpress  provides  optimized  client/server 
file  access  for  distributed  systems. 

Conventional  3GL  Development  Tools: 

RM/GRAFS  provides  integrated  business 
graphics  for  COBOL  applications. 

RM/COMP ANION  is  a report  designer  and 
writer. 

LPI-FORTRAN  is  an  ANSI  FORTRAN-77 
compiler. 
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LPI-COBOL  is  a COBOL-85  compiler. 

LPI-C  is  an  ANSI  C compiler  and  library. 

LPI-BASIC  is  an  ANSI  Minimal  Basic  compiler. 

LPI-PASCAL  is  an  ANSI/IEEE  Pascal  compiler. 

RM/FORTRAN  is  an  ANSI  FORTRAN-77 
compiler  for  DOS. 

Support  Services: 

All  Liant  products  are  provided  with  an  initial 
period  (ranging  from  30  to  90  days)  of 
complementary  customer  support.  Users  may 
then  choose  from  a range  of  support  and  update 
options  for  ongoing  support  and  maintenance. 
Complete  documentation  is  also  included. 

Client 

Major  clients  include  Ford  Motor  Company, 
AT&T,  Raytheon,  Lotus  Development 
Corporation,  Unisys,  General  Electric,  IBM, 
NCR,  Intel,  Hewlett-Packard,  Fujitsu,  Intersolv 
and  Reuters. 

Marketing  and  Sales 

Liant's  software  products  are  marketed 
worldwide  to: 

• Users,  directly  through  Liant  telesales  and  field 
sales 

• Distributors  and  resellers,  including  SunSoft, 
The  Programmer's  Shop,  ProVanatage,  800 
Software,  BDS,  Inc,  UniDirect  and  Voyager. 

• OEMs,  including  AT&T,  Fujitsu,  IBM, 
Hewlett-Packard,  Intel,  NCR,  NEC  and  Sun 
Microsystems 


Alliances 

Liant  has  alliances/joint  marketing  agreements 
with  various  vendors,  including  PageAhead 
Software. 

Competitors 

Major  competitors  include  MicroFocus, 
Information  Builders,  Cross  Access,  XVT  and 
Neuron  Data. 

Assessment 

Liant's  major  strengths  include: 

• Pioneering  supplier  of  open  system 
development  tools  for  more  than  a decade. 

• Proven  technology 

• Innovatve  approach  for  solving  legacy 
integration  with  client/server 

Challenges  for  the  coming  year  include: 

• Successful  delivery  of  Relativity  to  proprietary 
COBOL  marketplace 

• Managing  rapid  growth 
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COMPANY  PROFILE 


LIANT  SOFTWARE 
CORPORATION 

959  Concord  Street 
Framingham,  MA  01701 
Phone:  (508)872-8700 
Fax:  (508)626-2221 


Roy  A.  Finney,  President  and  CEO 
Private  Corporation 
Total  Employees:  158 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $23,000,000 


The  Company  Liant  Software  Corporation  provides  a range  of  programming 

language  and  development  tools  for  building  commercial  and 
scientific  applications  used  primarily  in  UNIX-based  computing 
environments. 

Liant's  product  line  is  founded  on  three  key  features: 

• Adherence  to  commonly  accepted  hardware  environments  and 
software  standards 

• Hardware  independence  for  flexible  application  development 
and  the  ability  to  build  enduring,  portable  applications 

• Comprehensive  software  tools  and  libraries  necessary  for 
complete  application  development 

Liant's  fiscal  1991  revenue  is  estimated  at  $23  million,  a 10% 
increase  over  fiscal  1990  revenue  of  about  $21  million. 


Key  Products  and  One  hundred  percent  of  Liant's  revenue  is  derived  from  software 
Services  products  and  associated  support  services. 

Liant  software  products  include  compilers  and  development  tools, 
graphics  and  user-interface  tools,  and  development  and  deployment 
tools. 

• The  software  products  are  available  on  a variety  of  UNIX  and 
DOS  systems,  including  those  based  on  the  following 
architectures:  Intel  80386  and  80486,  Sun  SPARC,  Motorola 
88000,  and  IBM  RISC  System  6000. 


April  1992 
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Compilers  and  Development  Tools: 

CodeWatch  is  Liant's  interactive  window-based  debugger  for  easy, 
rapid  debugging  of  any  language  program.  CodeWatch  allows 
programmers  to  debug  using  the  conventions  and  symbols  of  each 
language. 

LPI-C  is  a full-conforming  implementation  of  ANSI  Standard  C that 
meets  the  needs  of  computer  manufacturers,  software  developers, 
and  the  federal  government. 

LPI-C  + + is  a 32-bit  compiler  for  UNIX  and  SPARC  platforms. 
Like  Liant's  other  compilers,  LPI-C  + + is  packaged  with 
CodeWatch  for  diagnosis  of  programming  errors. 

LPI-FORTRAN  produces  the  fastest  code  available  on  Intel  386 
and  486  systems  running  UNIX  SVR3  and  SVR4, 

LPI-COBOL  is  a true  ANSI  COBOL  X3.23-1985  compiler. 

LPI-PL/I  is  a true  PL/I  compiler  that  produces  fast  and  compact 
object  code. 

Graphics  and  User- Interface  Tools: 

C++  /Views  (acquired  from  CNS,  Inc.  of  Minneapolis,  MN  in  early 
1992)  is  a C + + class  library  for  developing  platform-independent 
GUI  applications. 

C-scape  is  a flexible  user  interface  package  for  text-  or  graphics- 
based  applications. 

FIGraph  is  a three-dimensional  charting  and  graphing  toolkit. 

FIGARO  + is  a three-dimensional  PHIGS-based  graphics  toolkit. 

FIGt  is  a library  of  C functions  that  makes  it  easier  to  take 
advantage  of  PHIGs  and  PEX  capabilities. 

Development  and  Deployment  Tools: 

RM/COBOL-85  is  a certified,  high-level  ANSI  XC.323-1985 
COBOL  system. 

RM/COMPANION  is  Liant's  RM/COBOL  information  retrieval 
and  report  generation  system. 
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Industry  Markets 


Geographic 

Markets 


RM/CO*  is  a graphical  user  interface  and  tool  integrator  for 
COBOL  application  developers. 

RM/PANELS  is  a forms  design  and  screen  management  system  for 
use  with  RM/COBOL-85. 

RM/plusDB  is  Liant's  COBOL  data  base  application  enabler.  It 
provides  a transparent  data  base  interface  using  standard  COBOL 
indexed  files. 

Support  Services: 

All  Liant  products  are  provided  with  an  initial  period  (ranging  from 
30  to  90  days)  of  complimentary  customer  support.  Users  may  then 
choose  from  a range  of  support  and  update  options  for  ongoing 
support  and  maintenance.  Documentation  includes  a reference 
manual,  a user's  guide,  a quick  reference  guide,  and  release  notes. 


For  fiscal  1991,  approximately  40%  of  Liant's  revenue  was  derived 
from  commercial  independent  software  vendors,  20%  from 
workstation  programmers,  20%  from  corporate  graphics 
departments,  and  20%  from  computer  manufacturers. 

Liant's  software  products  are  marketed  worldwide  to: 

• End  users,  directly  through  Liant  telesales  and  field  sales 

• Distributors  and  resellers,  including  Interactive  Systems 
Corporation,  The  Santa  Cruz  Operation,  Merisel,  Ingram  Micro, 
The  Programmer's  Shop,  The  Programmer's  Connection,  and 
ASP  Express 

• OEMs,  including  AT&T,  Fujitsu,  IBM,  Hewlett-Packard,  Intel, 
NCR,  NEC,  NORT  Group,  and  Sequoia  Systems 


Approximately  75%  of  Liant's  1991  revenue  was  derived  from  the 
U.S.  and  25%  from  international  sources. 

In  addition  to  its  headquarters  in  Framingham,  Liant  has  sales 
offices  in  Austin  (TX),  San  Diego  (CA),  Berlin  (Germany),  London 
(England),  and  Tokyo  (Japan). 
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COMPANY  PROFILE 


LIANT  SOFTWARE 
CORPORATION 

959  Concord  Street 
Framingham,  MA  01701 
(508)  872-8700 


Roy  A.  Finney,  President  and  CEO 
Jonathan  Cook,  CFO 
Private  Corporation 
Total  Employees:  175 
Total  Revenue,  Fiscal  Year  End 
9/30/89:  $13,000,000 


The  Company  Liant  Software  Corporation  provides  a range  of  software  products, 

including  development  tools,  compilers,  and  productivity- 
enhancing products,  to  develop  and  maintain  portable  software  for 
business,  engineering,  and  scientific  applications.  Liant  also 
supports  systems  integrators  for  language  products  on  large 
government  procurements. 

Liant  was  formed  in  January  1990  by  Language  Processors,  Inc.  as 
the  parent  company  to  three  subsidiaries. 

• Language  Processors,  Inc.  (LPI),  headquartered  in  Framingham 
(MA),  provides  computer-assisted  software  development  tools 
primarily  for  scientific  and  engineering  applications. 

• Ryan  McFarland  Corporation  (RM),  based  in  Austin  (TX), 
provides  systems  software  products  primarily  for  use  in 
commercial  software  development,  including  its  industry- 
standard  RM/COBOL  compiler  and  associated  COBOL 
development  tools.  RM  was  acquired  by  LPI  in  March  1989. 

• Template  Graphics  Software,  Inc.  (TGS),  based  in  San  Diego, 
provides  graphics  software  productivity  tools  for  creating 
portable  applications  for  open  systems.  TGS  was  acquired  by 
LPI  in  December  1989. 

Liant's  strategy  is  to  aggressively  penetrate  the  management 
information  systems  (MIS)  departments  of  Fortune  1000 
companies  with  broad-based  portable  software  development  and 
maintenance  tools  for  commercial  and/or  scientific  applications. 

Liant's  1989  revenue  was  approximately  $13  million,  which 
represents  the  results  of  LPI  for  all  of  1989  and  RM  from  the  date 
of  its  acquisition  in  March  1989.  Combined  revenues  for  all  three 
Liant  subsidiaries  for  1990  will  be  approximately  $22  million. 
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Liant's  major  competitors  include  MicroFocus  Ltd.  and  Green 
Hills  Software. 

Key  Products  and 
Services 

One  hundred  percent  of  Liant's  revenue  is  derived  from  software 
products  and  associated  support  services. 

Liant's  software  products  are  used  to  generate  and  maintain 
portable  applications.  LPI,  RM,  and  TGS  have  a combined  total 
of  over  1.4  million  product  installations  worldwide. 

LPI  specializes  in  scientific  programming  languages  and  offers  a 
compiler  family  consisting  of  BASIC,  C,  C + +,  FORTRAN, 
RM/FORTRAN,  Pascal,  PL/1,  and  RPG  II. 

• LPI  also  offers  CodeWatch,  an  interactive  source-level 
debugger,  and  CoEdit,  an  integrated  editor. 

RM  specializes  in  commercial  software  development  tools. 

• Major  products  include  RM/COBOL  and  RM/COBOL-85 
compilers;  the  LPI-COBOL  compiler;  RM/CO*,  a COBOL 
development  environment;  and  RM/COS,  a proprietary 
operating  system  for  NCR  computers. 

TGS  offers  two-  and  three-dimensional  graphics  development 
software  products  for  scientific  and  engineering  applications. 

• TGS  products  include: 

- FIGARO + , a three-dimensional,  device  independent 
graphics  tool  that  is  an  enhanced  implementation  of  the 
PHIGS  standard 

- TEMPLATE,  an  integrated  collection  of  three-dimensional 
graphics  software  tools 

- PCI-PHIGS  Command  Interpeter,  for  prototyping, 
debugging,  and  creating  applications 

- PSO-Peripheral  Support  Option  extends  the  choice  of 
available  graphics  options 

Industry  Markets 

Liant's  software  products  are  sold  to  major  corporations, 
government  contractors,  the  federal  government,  software 
developers,  OEMs  and  software  distributors. 
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• OEM  clients  include  AT&T,  Data  General,  HP/Apollo, 
Honeywell-Bull,  IBM,  MIPS,  Motorola,  NCR,  Sequent, 
Sequoia,  Sun,  and  Unisys. 

• Corporate  clients  include  ARCO,  Bendix,  Chrysler,  DuPont, 
Ford,  Electronic  Data  Systems,  General  Electric,  General 
Motors,  RCA,  Rockwell,  Upjohn,  and  Westinghouse. 

• Government  contractor  clients  include  Hughes,  Lockheed,  and 
McDonnell  Douglas. 

• Government  clients  include  the  Department  of  Defense,  the 
Department  of  Interior,  the  FAA,  and  NOAA. 

• Software  developer  clients  include  Applied  Management 
Sciences,  Computer  Directions,  Inc.,  Lawson  Associates, 
MCBA,  Real  World,  and  SPSS. 

• Software  distributors  include  Egghead,  Ingram  Micro  D, 
INTERACTIVE  Systems  Corporation,  Santa  Cruz  Operations, 
Softsel,  and  Unisoft. 


Approximately  75%  of  Liant's  1989  revenue  was  derived  from  the 
U.S.  and  25%  from  international  sources. 

In  addition  to  its  headquarters  in  Framingham,  Liant  has  a federal 
government  office  in  Calverton  (MD)  and  a sales  office  in  San 
Jose  (CA). 

• LPI  is  located  in  Framingham. 

• RM  is  located  in  Austin  (TX). 

• TGS  is  located  in  San  Diego  (CA). 

Liant  Software  Ltd.,  based  in  London,  is  Liant's  European  sales 
headquarters.  Liant  Software  Germany  is  located  in  Frankfurt. 

An  affiliate,  Nippon  LPI,  is  based  in  Tokyo. 
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February  1996 

Liant  Software  Corporation 

President:  Ed  Lucente 

959  Concord  Street 
Framingham,  MA  01701-4613 
Phone:  (508)  872-8700 

Fax:  (508)  626-2221 


Status:  Private 

Employees:  115 

Revenue:  $20,000,000 

Fiscal  Year  End:  12/31/95 

network — in  order  to  achieve  significantly 
improved  user  presentation  and  true 
client/server  processing. 

Key  Points 

• Liant  Software  Corporation  is  a leading 
supplier  of  open  systems  development  tools 
and  technologies  that  help  software 
developers  move  legacy  data  and  commercial 
applications  to  open  client/server  systems. 

• In  1995,  Liant  released  Version  7.0  of  Open 
PL/I,  the  only  commercially  available  PL/I 
development  toolset  for  UNIX. 

• In  1994,  Liant  introduced  a set  of  tools  that 
allows  a customer  with  monolithic  COBOL 
applications  to  redistribute  application 
functionality  across  a distributed 

• In  1994,  Liant  announced  its  latest  product 
family — Relativity — which  enables  users  and 
developers  to  access  existing  COBOL  data 
seamlessly,  transparently  and  directly. 
Relativity  products  provide  a way  to 
integrate  legacy  data  from  3GL  code  and  to 
access  legacy  data  via  ODBC-enabled 
desktop  systems. 
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Company  Description 

Liant  provides  a range  of  programming 
languages  and  development  tools  for  the  open 
systems  market.  Liant’s  software  enables 
users  to  design,  create,  test  and  debug 
complex  applications  on  a range  of  platforms, 
from  PC  to  UNIX,  while  maintaining  full 
source  and  object-level  portability. 

Operations  and  Structure 

Liant’s  Language  Products  Division,  based  in 
Austin  (TX)  and  Framingham  (MA),  markets 
and  supports  Liant’s  client/server  tools, 
including  the  Relativity  product  line,  and 
Liant’s  conventional  3GL  development  tools 
and  OpenPL/I  rehosting  solutions. 

International  offices  are  in  London  and  Tokyo. 

Company  Strategy 

Liant’s  mission  is  to  provide  tools  and 
technologies  that  help  software  developers 
transition  legacy  applications  to  client/server 
computing. 

• Liant  realizes  that  the  transition  to 
client/server  computing  cannot  be 
realistically  achieved  unless  existing 
business  applications  can  be  integrated 
economically  with  new  client/server 
development. 

• Liant  is  committed  to  offering  a range  of 
tools  supporting  the  varying  methods 
available  for  transporting  legacy  systems  to 
client/server — from  enlisting  systems 
integrators  to  migrate  code  from  proprietary 
to  open  systems,  to  reengineering  entire 
systems. 

Liant's  product  line  is  founded  on  three  key 
features: 


• Adherence  to  open  systems  hardware 
environments  and  software  standards  (e.g., 
ODBC) 

• Hardware  independence  for  flexible 
application  development  and  the  ability  to 
build  enduring,  portable  applications 

• Comprehensive  software  tools  and  libraries 
necessary  for  complete  application 
development 

Financials 

Liant’s  1995  revenue  was  $20  million, 
approximately  the  same  as  1994  and  1993 
revenue. 

Market  Financials 

For  1995,  approximately  40%  of  Liant’s 
revenue  was  derived  from  commercial 
independent  software  vendors,  20%  from 
workstation  programmers,  20%  from  corporate 
commercial  accounts,  and  20%  from  computer 
manufacturers . 

Users  of  Liant’s  software  products  include 
computer  manufacturers,  software  application 
developers,  VARs  and  the  federal  government. 

Geographic  Markets 

Approximately  55%  of  Liant’s  1995  revenue 
was  derived  from  the  U.S.  and  45%  from 
international  sources. 

In  addition  to  its  headquarters  in 
Framingham  (MA),  Liant  has  sales  offices  in 
Austin  (TX),  London  (England),  and  Tokyo 
(Japan). 

Employees 

Liant  has  approximately  115  employees, 
segmented  as  follows: 


Page  2 of  4 


©INPUT  1996.  Reproduction  prohibited . 


Liant  Software  Corporation 
February  1 996 


INPUT  Vendor  Profile 


Marketing  and  sales 32 

Customer  support 19 

Research  and  development 39 

General  and  other 25 


115 

Key  Products  and  Services 

One  hundred  percent  of  Liant's  revenue  is 
derived  from  software  products  and  associated 
support  services. 

The  software  products  are  available  on  a 
variety  of  UNIX,  Windows  and  DOS  systems, 
including  those  based  on  the  following 
architectures:  Intel  80386  and  80486, 
Pentium,  Sun  SPARC,  Motorola  88000,  IBM 
RISC  System  6000,  HP  9000  Series  700/800, 
NCR  and  Unisys. 

Object  Technology  Tools 
C-scape  is  a library  of  C functions  for 
designing  portable,  character-based  user 
interfaces.  The  Look  & Feel  Screen  Designer 
is  a visual  design  tool  that  generates  C code  or 
portable  screen  files. 

Rehosting  Tools 

Open  PL/I  allows  rehosting  of  PL/I 
applications  to  UNIX  systems  from 
mainframes  and  other  proprietary  systems. 

CodeWatch  is  Liant's  X/Motif,  interactive 
window-based  debugger  for  easy,  rapid 
debugging  of  any  language  program. 
CodeWatch  allows  programmers  to  debug 
using  the  conventions  and  symbols  of  each 
language. 

Legacy  Data  Access  Tools 

Relativity  provides  client/server  direct  access 
to  legacy  data  via  ODBC  and  encapsulated 
business  logic  via  stored  procedures. 


Client  / Server  Tools 
RM/COBOL  is  an  ANSI  COBOL 
compiler/runtime  system. 

RM/CodeBench  is  an  integrated  application 
development  environment. 

RM/PANELS  is  a graphical  user  interface 
builder  for  COBOL  applications. 

RM/plusDB  is  a relational  database  gateway 
for  COBOL  programs. 

RM/InfoExpress  provides  optimized 
client/server  file  access  for  distributed 
systems. 

Conventional  3GL  Development  Tools 

RM/GRAFS  provides  integrated  business 
graphics  for  COBOL  applications. 

RM/COMP ANION  is  a report  designer  and 
writer. 

LPI-FORTRAN  is  an  ANSI  FORTRAN-77 
compiler. 

LPI-COBOL  is  a COBOL-85  compiler. 

LPI-C  is  an  ANSI  C compiler  and  library. 

LPI-BASIC  is  an  ANSI  Minimal  Basic 
compiler. 

LPI-PASCAL  is  an  ANSI/IEEE  Pascal 
compiler. 

RM/FORTRAN  is  an  ANSI  FORTRAN-77 
compiler  for  DOS. 

Support  Services 

All  Liant  products  are  provided  with  an  initial 
period  (ranging  from  30  to  90  days)  of 
complimentary  customer  support.  Users  may 
then  choose  from  a range  of  support  and 
update  options  for  ongoing  support  and 
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maintenance.  Complete  documentation  is  also 
included. 

Client 

Major  clients  include  Ford  Motor  Company, 
AT&T,  Raytheon,  Lotus  Development 
Corporation,  Unisys,  General  Electric,  IBM, 
NCR,  Intel,  Hewlett-Packard,  Fujitsu  and 
Intersolv. 

Marketing  and  Sales 

Liant’s  software  products  are  marketed 
worldwide  to: 

• Users,  directly  through  Liant  telesales  and 
field  sales 

• Distributors  and  resellers,  including 
SunSoft,  The  Programmer's  Shop, 
ProVantage,  800  Software,  BDS,  Inc., 
UniDirect  and  Voyager 

• OEMs,  including  AT&T,  Fujitsu,  IBM, 
Hewlett-Packard,  Intel,  NCR,  NEC  and  Sun 
Microsystems 

Alliances 

Liant  has  alliances/joint  marketing 
agreements  with  various  vendors,  such  as 
Oracle. 


Competitors 

Major  competitors  include  MicroFocus, 

Information  Builders,  Cross  Access,  XVT  and 

Neuron  Data. 

Assessment 

Liant's  major  strengths  include: 

• Being  a pioneering  supplier  of  open  system 
development  tools  for  more  than  a decade 

• Proven  technology 

• Innovative  approach  for  solving  legacy 
integration  problems  with  client/server 
technology 

Challenges  for  the  coming  year  include: 

• Successful  delivery  of  Relativity  to  the 
proprietary  COBOL  marketplace 

• Maintaining  growth 
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LIBRA  GROUP 

1300  Piccard  Drive 
Rockville,  MD  20850 
(301)  258-9200 


Stewart  Gold,  President 
Private  Corporation 
Total  Employees:  130 
Total  Revenue,  Fiscal  Year  End 
10/31/81:  $6,000,000 
Computer  Services  Revenue:  $5,700,000 


THE  COMPANY 

• Libra  Group,  founded  in  1975,  provides  hospitals,  clinics,  and  physicians' 
offices  with  professional  services  and  turnkey  systems. 

• 1981  revenue  was  $6  million,  a 71%  increase  over  1980  revenue  of  $3.5  million. 
Computer  services  accounted  for  95%  of  total  1981  revenue;  management 
consulting  for  health  care  clients  contributed  5%.  A five-year  financial 
summary  follows: 


LIBRA  GROUP 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


" FISCAL  YEAR 

ITEM  

10/81 

10/80 

10/79 

10/78 

10/77 

Total  revenue 
. Percent  increase 

$ 6,000 

$ 3,500 

$ 2,500 

$ 1,200 

$ 600 

from  previous  year 

71% 

40% 

108% 

100% 

140% 

• Libra  spends  about  half  of  its  net  income  on  research  and  development. 


• Libra  Group  operates  as  one  unit,  but  uses  two  names  for  accounting  purposes. 
Libra  Technology  performs  work  for  federal  government  health  care  facilities. 
Global  Health  Foundation  serves  the  private  sector,  as  well  as  state  and  local 
governments. 

• Employees  are  segmented  as  follows: 


Marketing/sales  3 

Research  and  development  59 

Customer  support  35 

Technical  documentation  12 

Quality  assurance  7 

General  and  administrative  14 


130 
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• Major  competitors  include  Technicon,  MCAUTO,  HBO,  IBM,  Shared  Medical 
Systems,  and  Data  Care. 

KEY  PRODUCTS  AND  SERVICES 

• Computer  services  revenue  is  derived  as  follows: 

Professional  services  75% 

Facilities  management  (15%) 

Turnkey  systems  25 

100% 

• Libra  provides  professional  services  for  health  care  management.  The  firm's 
specialty  is  integrating  diverse  hardware  and/or  software,  supplied  by  other 
vendors  as  well  as  by  Libra. 

Examples  include: 

. Combining  an  IBM  financial  package  with  a medical  system  by 
HBO. 

. Interfacing  Libra's  hospital  information  system  with  a finance 
system  running  on  HP  3000  equipment. 

• Professional  services  are  offered  to  14  clients  and  encompass: 

Requirements  analysis. 

Facilities  planning. 

Site  engineering. 

Systems  design,  including  distributed  systems  and  data  base  manage- 
ment systems. 

Hardware  and/or  software  selection,  procurement,  and  installation. 

Facilities  management,  on  clients'  equipment,  at  clients'  sites. 

• In  1980,  Libra  introduced  the  Comprehensive  Hospital  Information  System 
(CHIS),  a turnkey  system  designed  for  nurses,  pharmacists,  and  other  providers 
of  health  care. 

CHIS  consists  of  10  modules  which  may  be  implemented  separately  or  in 

combination. 

. The  nucleus  of  most  CHIS  systems  is  based  on  COSTAR 
(Computer  Stored  Ambulatory  Record  System).  COSTAR  is  a 
public  domain  software  system  developed  for  the  Department  of 
Health,  Education  and  Welfare  by  the  National  Center  for  Health 
Services  Research  and  Massachusetts  General  Hospital.  Libra 
significantly  modified  and  enhanced  COSTAR  and  created  four 
new  modules: 
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Patient  administration,  including  admissions,  discharge, 

and  transfer. 

Medical  records. 

Order  entry  result  reporting. 

Patient  appointment  scheduling. 

. Libra  provides  six  other  departmental  modules,  which  were 
developed  either  by  Libra  or  other  vendors: 

Pharmacy. 

Laboratory. 

Radiology. 

Nursing  station  support. 

Other  departments  (dietary,  inventory  management, 

logistics). 

Finance. 

. CHIS  runs  on  the  DEC  PDP-I  I and  VAX  Series;  Harris  80,  100, 
300,  500,  or  800;  and  Tandem  minicomputers. 

. Pharmacy,  Laboratory,  Radiology,  or  Finance  modules  may  be 
installed  as  independent  systems  running  on  the  DEC  VT-103  and 
microcomputers  manufactured  by  Texas  Instruments,  Vector 
Graphics,  and  Citation. 

The  Finance  module  also  has  been  adapted  to  run  on  IBM 

Series  3,  System  34,  and  System  38  equipment. 

. CHIS  may  be  sold  as  a software  product,  but  to  date  has  only 
been  installed  in  turnkey  form.  Systems  may  be  purchased  from 
Libra,  or  leased  through  a third  party.  Purchase  prices  for  a 
hospital  installation  range  from  $400,000  to  $2  million;  for  a 
clinic,  $200,000  to  $450,000;  and  for  doctors'  or  group  practice 
offices,  $50,000  to  $200,000. 

Turnkey  systems  usually  include  software  customization.  Applications 
are  adapted  to  the  client's  existing  procedures  and  forms.  Often  Libra 
software  and/or  hardware  is  integrated  with  computer  systems  already 
in  use. 

Libra  is  planning  to  enhance  CHIS  with  local  area  communications 
network  capabilities  later  in  1982. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  total  revenue  is  derived  from  health  care  organiza- 
tions, 65%  from  government,  and  35%  from  the  commercial  sector.  Nine 
hospitals  contributed  50%  of  1981  revenue,  12  clinics  contributed  25%,  and  six 
physicians'  offices  contributed  25%. 
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• Major  clients  include  the  Department  of  Defense,  Jules  Stein  Eye  Institute  at 
UCLA,  United  Hospitals  Medical  Center  (Newark,  NJ),  Ventura  County  Health 
Care  Agency  (CA),  Eastpoint  Medical  Center  (Baltimore,  MD),  Staten  Island 
Hospital  (NY),  and  Boys  Town  Institute  for  Communicative  Disorders  in 
Children  (Omaha,  NB). 

GEOGRAPHIC  MARKETS 

• Ninety-five  percent  of  revenue  is  derived  from  the  U.S.,  and  5%  from  Canada. 
COMPUTER  HARDWARE  AND  SOFTWARE 

• Libra  maintains  the  following  equipment: 

I Harris  300,  Virtual  Operating  System. 

I DEC  PDP- 1 1/34,  MUMPS. 

I DEC  PDP- 1 1/24,  MUMPS. 

I Data  General  350,  AOS,  AOS/VS. 

I Data  General  MV/8000,  AOS,  AOS/VS. 

I Burroughs  1955,  MCP. 

I Altos  ACS  8000-12. 
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LIFEBOAT  ASSOCIATES 

1651  Third  Avenue 
New  York,  NY  10028 
(212)  860-0300 


Edward  H.  Currie,  Chief  Operating 
Officer 

Private  Corporation 
Total  Employees:  I 00 
Total  Revenue,  Fiscal  Year 
End  12/31/81:  $13,000,000 


TEE  COMPANY 

• Lifeboat  Associates  was  founded  in  1 977  by  Anthony  Gold  and  Lawrence 
Alkoff.  The  company  publishes  and  markets  microcomputer  and  minicomputer 
software. 

• Revenue  for  fiscal  1981  reached  $13  million,  a 160%  increase  over  1980 
revenue  of  $5  million.  A three-year  revenue  summary  follows: 


LIFEBOAT  ASSOCIATES 
THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


~-~~-^_^FISCAL  YEAR 

ITEM  ' 

1981 

1980 

1979 

Revenue 

$13,000 

$ 5,000 

$ 2,250 

. Percent  increase 

from  previous  year 

160% 

122% 

N/A 

• Management  estimates  fiscal  1982  revenue  will  reach  $19  million. 


• In  December  1981  Lifeboat  had  100  employees.  As  of  September  1982  there 
were  125  employees,  distributed  as  follows: 

Marketing/sales  60 

Customer  support  25 

General  and  administrative  40 

125 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  1981  revenue  was  derived  from  the  sale  of  software 
products. 
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• Lifeboat  currently  markets  over  200  microcomputer  software  packages,  many 
of  which  have  been  written  by  freelance  authors. 

The  programs  are  available  for  use  on  more  than  150  different  hardware 
systems,  including:  Altos,  Apple,  CPT,  Durango,  Hewlett-Packard, 

Northern  Telecom,  Osborne,  Tandy,  Xerox,  and  IBM. 

Products  are  available  in  the  following  categories: 

. Systems  software. 

Systems  tools. 

Telecommunications. 

Languages. 

Language  and  applications  tools. 

Data  management  systems. 

Disk  operating  systems. 

. Applications  software. 

Word  processing  systems  and  aids. 

Mailing  list  systems. 

General  purpose  applications. 

Financial  accounting  packages. 

Numerical  problem-solving  tools. 

Professional  and  office  aids. 

Educational  tools. 

Recreational  software. 

The  company's  most  successful  products  include: 

. SB-80,  introduced  in  1980,  a CP/M-80  compatible  disk  operating 

system.  The  CP/M-80  system,  designed  by  Digital  Research  Inc., 

allows  use  of  applications  software  for  most  8-bit  microcom- 
puters. 

. SB-86,  introduced  in  late  1981,  a disk  operating  system  designed 

by  Microsoft,  Inc.  for  16-bit,  8088/8086  microcomputers,  such  as 
the  IBM  Personal  Computer. 

All  8-bit  software  offered  by  Lifeboat  requires  the  SB-80  (or  other 
CP/M-80  compatible)  operating  system.  All  16-bit  software  requires 
IBM  Personal  Computer  DOS,  MS-DOS  (from  Microsoft),  SB-86,  or 
CP/M-86  (from  Digital  Research). 

• In  September  1981,  Lifeboat  established  the  Minicomputer  Systems  Division  to 
market  software  for  DEC  PDP-I  I minicomputers. 


2 of  4 

September  I 982 

©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


LIFEBOAT  ASSOCIATES 


Lifeboat  is  developing  languages  and  applications  software  for  use  with 
various  versions  of  the  UNIX  operating  system,  including  XENIX. 
Currently  there  are  25  such  programs  available. 

Lifeboat  offers  several  packages  for  DEC'S  RSTS  operating  system  in 
the  following  areas: 

. Data  management. 

. Financial  accounting. 

. Programming  languages. 

. Utilities. 

Many  programming  languages  and  utilities  are  also  available  for  DEC'S 
RSX  and  RT-I  I operating  systems. 

• Lifeboat  provides  full  support  for  the  software  packages  it  sells. 

A telephone  hotline  is  available  Monday-Friday,  9 a.m.  to  7 p.m  (EST) 
for  technical  support. 

An  update  service  offering  software  enhancements,  new  product  infor- 
mation, and  the  latest  documentation,  is  available. 

An  optional  subscription  to  Lifeboat's  monthly  magazine,  Lifelines,  The 
Software  Magazine,  is  available  to  keep  readers  apprised  of  the  latest 
developments  in  software  applications  packages,  software  tips,  bug 
fixes,  and  reviews. 

• Lifeboat's  software  is  available  to  end  users,  dealers,  distributors,  and  OEMs. 

Purchasers  can  obtain  the  packages  through  one  of  over  200  retail 
computer  stores  or  directly  from  Lifeboat  by  catalog. 

INDUSTRY  MARKETS 

• Lifeboat's  1981  revenue  was  derived  from  the  following  industry  sectors: 


Retail  distribution  25% 

Wholesale  distribution  25 

Discrete  manufacturing  20 

Other  (Fortune  1500  companies, 
education,  end  users)  30 


100% 


GEOGRAPHIC  MARKETS 

• INPUT  estimates  that  approximately  80%  of  Lifeboat's  1981  revenue  was 
derived  from  the  United  States  and  20%  from  international  sales. 
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• Lifeboat  maintains  offices  in  France,  Japan,  Sweden,  Switzerland,  the  United 
Kingdom,  and  West  Germany.  An  office  will  be  opened  in  Italy  by  the  end  of 
1982. 

COMPUTER  HARDWARE 

• Lifeboat  has  more  than  100  microcomputers  from  various  manufacturers 
installed  in  its  New  York  offices. 

• There  are  also  a variety  of  microcomputers  installed  in  each  of  the  company's 
international  offices. 
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Cross  Industry:  Other  (Word  Processing) 


Lifetree  Software,  Inc. 

4 1 I Pacific  Street 
Monterey,  CA  93940 
(408)  373-4718 

CEO:  Camilo  Wilson,  President 
Private  Company 
Founded:  1981 

Employees:  37  (12/86) 

Revenue  (FYE  I I /30/85):  $4,000,000*,  (FYE  I I /30/86):  $7,000,000* 


The  Company:  Lifetree  Software  develops  and  markets  microcomputer-based  soft- 
ware packages  for  word  processing  applications 

Source  of  Revenue: 

Application  Software  (100%) 

Key  Products: 

Application  Software  Products  (Utilizes  IBM  PCs  and  compatibles  and  3-1/2  inch 
media  on  IBM  convertible  and  Data  General  One  microcomputers) 

• Volkswriter  3,  word  processing  program 

• Volkswriter  Scientific,  word  processor  for  engineers  and  scientists 

• Words  & Figures,  integrated  spreadsheet  program  with  word  processor 

Target  Industries: 

Cross  industry  (100%) 

Geographic  Markets: 

U.S.  and  Non-U. S. 


*Company  estimate 
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LITTON  COMPUTER  SERVICES  Henry  Bodurka,  President 
1300  Villa  Street  Division  of  Litton  Industries,  Inc. 

Mountain  View,  CA  94043  Total  Employees:  1,000(7/88) 


(415)  966-1771 

Total  Revenue,  Fiscal  Year  End 
7/31/88:  $100,000,000* 
Noncaptive  Information  Services 
Revenue:  $70,000,000* 

* INPUT  estimate 

The  Company 

Litton  Computer  Services  (LCS)  provides  processing  services  to 
commercial  clients  and  state  and  local  government  and 
professional  services  to  the  federal  government.  LCS  also 
provides  processing  services  support  to  its  parent  company,  Litton 
Industries. 

• LCS  was  reorganized  in  1973  to  combine  the  operations  of  two 
separate  Litton  divisions: 

- Litton  Mellonics  was  formed  in  1964  by  Litton  after  the 
acquisition  of  Mellonics,  Inc.,  a small  development  company 
in  Sunnyvale  (CA).  This  division  provided  professional  and 
processing  services. 

- Litton  Computer  Services  was  formed  in  1971  to  provide 
remote  computing  services  to  Litton  and  other  clients  from 
its  data  center  in  Reston  (VA). 

INPUT  estimates  LCS'  total  fiscal  1988  revenue  was  $100  million, 
compared  to  $100  million  in  fiscal  1987. 

In  early  1989,  LCS  increased  its  number  of  employees  to 
approximately  1,200,  with  nearly  all  located  in  the  U.S.  and  a few 
in  foreign  locations. 

Major  competitors  include  Computer  Sciences  Corporation, 
Unisys,  and  McDonnell  Douglas  Information  Systems  Group. 

Key  Products  and 
Services 

INPUT  estimates  approximately  70%  ($70  million)  of  LCS'  fiscal 
1988  revenue  was  derived  from  noncaptive  sources  and  the 
remaining  30%  ($30  million)  was  derived  from  processing  services 
provided  to  other  divisions  and/or  subsidiaries  of  Litton. 

April  1989 
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• Approximately  50%  of  noncaptive  revenue  was  derived  from 
processing  services  (54%  batch  and  46%  remote  computing) 
and  50%  was  derived  from  professional  services  (70%  systems 
integration,  20%  systems  consulting,  and  10%  education  and 
training)  provided  to  the  federal  government. 

LCS  provides  professional  services  to  the  federal  government  in 
the  areas  of  space  systems,  logisitics  systems,  and  engineering 
services. 

• Areas  of  expertise  include  systems  engineering,  analysis,  and 
integration;  systems  modeling  and  simulation;  command  and 
control;  feasibility  studies;  management  information  systems; 
and  the  development  of  real-time  systems. 

• LCS  is  the  prime  contractor  for  the  U.S.  Air  Force  Reliability 
and  Maintainability  Information  System  (REMIS). 

- This  systems  integration  project  will  provide  the  Air  Force 
the  ability  to  retrieve  reliability  and  maintainability  logistics 
data  on  a worldwide  basis.  REMIS  will  support  more  than 
2,000  users  thoughout  the  major  command,  air  logistics 
centers,  and  technology  repair  centers. 

- The  system  consists  of  five  geographically  distributed 
Tandem  VLX  computers  and  hundreds  of  terminals. 

- The  current  value  of  this  10-year  program  is  $115  million. 

• Under  a $85  million  contract  with  the  Royal  Saudi  Air  Force 
(RSAF)  LCS  developed  an  integrated  logistics  management 
system  for  fielded  weapon  systems. 

- This  system  provides  separate  real-time  data  bases  for 
project  monitoring/management,  maintenance 
management/control,  and  supply  and  inventory 
control/management;  a centralized  data  base,  with  a 
distributed  secure  network;  an  individual  weapon  system 
orientation;  high  weapon  systems,  subsystems,  and 
components  visibility;  and  configuration 

status/ accountability  management. 

- LCS  has  provided  system  definition,  facility  construction, 
hardware  selection  and  installation,  all  software 
development,  training,  and  operation  and  maintenance  of 
the  completed  system. 
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• For  over  two  decades  LCS  has  provided  continuing  support  to 
U.S.  military  and  space  programs  in  the  areas  of  systems  design, 
development,  and  software  engineering. 

- Since  1965,  LCS  has  served  as  the  real-time  data  systems 
software  development  contractor  to  the  U.S.  Air  Force 
Satellite  Control  Facility.  In  this  role  LCS  has  developed 
software  for  orbit  support,  satellite  command  and  control, 
telemetry  evaluation,  and  communications.  Software 
support  provided  by  LCS  includes  analysis;  design;  coding; 
configuration  management;  specification  development; 
integration,  test,  and  evaluation;  verification  and  validation; 
program  maintenance;  documentation  and  library 
maintenance;  and  management  and  consulting. 

• LCS  continues  to  provide  behavior  research  and  development 
of  training  methodologies  for  the  U.S.  Army. 

LCS  provides  processing  services  to  over  600  clients  from  data 

centers  in  Reston  (VA),  Lexington  (MA),  and  Woodland  Hills 

(CA). 

• LCS  offers  dedicated  machine  environments,  and  general 
financial,  data  base,  and  utility  processing  services  as  well  as 
access  to  the  following  applications: 

- Medical  Eligibility  Database 

- Litton  Common  Information  System  (LCIS) 

- Accounts  Payable  System 

- Customer  Information  System 

- Distribution  Transaction  Data  Base  System 

- Facilities  Management  System 

- FICS  Budget  Entry  System 

- Financial  & Consolidation  System 

- Fixed  Asset  Control  System 

- Hazardous  Material  Reference  System 

- Ledger  System 

• LCS'  processing  customers  come  from  a range  of  industries. 


LCS'  professional  services  revenue  is  derived  primarily  from 
defense  agencies  of  the  federal  government.  Noncaptive 
processing  services  revenue  is  derived  from  a range  of  industries. 
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A breakdown  of  LCS'  source  of  noncaptive  revenue  for  fiscal  1988 
is  estimated  by  INPUT  as  follows: 


Federal  government 

30% 

Software  developers 

22% 

Banking  and  finance 

20% 

Insurance 

10% 

Manufacturing 

6% 

Transportation 

3% 

Medical 

3% 

State/local  government 

3% 

Services 

2% 

100% 
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Approximately  96%  of  LCS'  fiscal  1988  revenue  was  derived  from 
the  U.S.  and  4%  from  Saudi  Arabia. 

LCS  has  offices  in  Mountain  View,  Woodland  Hills,  and  San 
Diego  (CA),  Reston  (VA),  Boston  (MA),  New  York  (NY),  Dayton 
(OH),  Columbus  (GA),  Colorado  Springs  (CO),  Montgomery 
(AL),  Lexington  (MA),  Washington,  D.C.,  and  Saudi  Arabia. 


LCS  has  the  following  mainframes  installed  at  its  data  centers  in 
Reston,  Lexington,  and  Woodland  Hills: 


9 


• 1 IBM  3090-400E,  MVS/XA,  ESA 

• 1 IBM  3084,  MVS/XA 

• 1 IBM  3083B,  MVS/DOS/VSE,  MVS/SP,  VM/CMS 

• 1 NAS  XL/70,  MVS/XA 

• 1 NAS  XL/70,  MVS/SP 

• 1 NAS  9080,  MVS/SP 


Clients  access  LCS  data  centers  via  the  Litton  Data  Network. 
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LITTON  COMPUTER  SERVICES  Henry  Bodurka,  President 
1300  Villa  Street  Division  of  Litton  Industries,  Inc. 

Mountain  View,  CA  94043  Total  Employees:  1,000 

(415)  966-1771  Total  Revenue,  Fiscal  Year  End 


7/31/87:  $100,000,000* 
Noncaptive  Information  Services 
Revenue:  $70,000,000* 

* INPUT  estimate 

The  Company 

Litton  Computer  Services  (LCS)  provides  processing  services  to 
commercial  clients  and  state  and  local  government  and 
professional  services  to  the  federal  government.  LCS  also 
provides  processing  services  support  to  its  parent  company,  Litton 
Industries. 

• LCS  was  reorganized  in  1973  to  combine  the  operations  of  two 
separate  Litton  divisions: 

- Litton  Mellonics  was  formed  in  1964  by  Litton  after  the 
acquisition  of  Mellonics  Inc.,  a small  development  company 
in  Sunnyvale  (CA).  This  division  provided  professional  and 
processing  services. 

- Litton  Computer  Services  was  formed  in  1971  to  provide 
remote  computing  services  to  Litton  and  other  clients  from 
its  data  center  in  Reston  (VA). 

INPUT  estimates  LCS'  total  fiscal  1987  revenue  was  $100  million, 
compared  to  $100  million  in  fiscal  1986,  and  $95  million  in  fiscal 
1985. 

LCS  currently  employs  about  1,000  personnel,  with  approximately 
800  in  the  U.S.  and  200  in  foreign  locations. 

Major  competitors  include  Computer  Sciences  Corporation, 
Unisys,  and  McDonnell  Douglas  Information  Systems  Group. 
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Services 


INPUT  estimates  approximately  70%  ($70  million)  of  LCS'  fiscal 
1987  revenue  was  derived  from  noncaptive  sources  and  the 
remaining  30%  ($30  million)  was  derived  from  processing  services 
provided  to  other  divisions  and/or  subsidiaries  of  Litton. 

• Approximately  60%  of  noncaptive  revenue  was  derived  from 
processing  services  (54%  batch  and  46%  remote  computing) 
and  40%  was  derived  from  professional  services  (70%  systems 
integration,  20%  systems  consulting,  and  10%  education  and 
training)  provided  to  the  federal  government. 

LCS  provides  professional  services  to  the  federal  government  in 
the  areas  of  space  systems,  logisitics  systems,  and  engineering 
services. 

• Areas  of  expertise  include  systems  engineering,  analysis,  and 
integration;  systems  modeling  and  simulation;  command  and 
control;  feasibility  studies;  management  information  systems; 
and  the  development  of  real-time  systems. 

• LCS  is  the  prime  contractor  for  the  U.S.  Air  Force  Reliability 
and  Maintainability  Information  System  (REMIS). 

- This  systems  integration  project  will  provide  the  Air  Force 
the  ability  to  retrieve  reliability  and  maintainability  logistics 
data  on  a worldwide  basis.  REMIS  will  support  more  than 
2,000  users  thoughout  the  major  command,  air  logistics 
centers,  and  technology  repair  centers. 

- The  system  consists  of  five  geographically  distributed 
Tandem  VLX  computers  and  hundreds  of  terminals. 

- The  current  value  of  this  10-year  program  is  $115  million. 

• Under  a $85  million  contract  with  the  Royal  Saudi  Air  Force 
(RSAF)  LCS  developed  an  integrated  logistics  management 
system  for  fielded  weapon  systems. 

- This  system  provides  separate  real-time  data  bases  for 
project  monitoring/management,  maintenance 
management/control,  and  supply  and  inventory 
control/management;  a centralized  data  base,  with  a 
distributed  secure  network;  an  individual  weapon  system 
orientation;  high  weapon  systems,  subsystems,  and 
components  visibility;  and  configuration 

status/ accountability  management. 
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- LCS  has  provided  system  definition,  facility  construction, 
hardware  selection  and  installation,  all  software 
development,  training,  and  operation  and  maintenance  of 
the  completed  system. 

• For  over  two  decades  LCS  has  provided  continuing  support  to 
U.S.  military  and  space  programs  in  the  areas  of  systems  design, 
development,  and  software  engineering. 

- Since  1965  LCS  has  served  as  the  real-time  data  systems 
software  development  contractor  to  the  U.S.  Air  Force 
Satellite  Control  Facility.  In  this  role  LCS  has  developed 
software  for  orbit  support,  satellite  command  and  control, 
telemetry  evaluation,  and  communications.  Software 
support  provided  by  LCS  includes  analysis;  design;  coding; 
configuration  management;  specification  development; 
integration,  test  and  evaluation;  verification  and  validation; 
program  maintenance;  documentation  and  library 
maintenance;  and  management  and  consulting. 

• LCS  continues  to  provide  behavior  research  and  development 
of  training  methodologies  for  the  U.S.  Army. 

LCS  provides  processing  services  to  over  400  clients  from  data 
centers  in  Reston  (VA)  and  Woodland  Hills  (CA). 

• LCS  offers  utility  processing  services  as  well  as  access  to  the 
following  applications: 

- Medical  Eligibility  Database. 

- Itek  Accounts  Payable  System. 

- Itek  Customer  Information  System. 

- Itek  Distribution  Transaction  Data  Base 

System. 

- Itek  Facilities  Management  System. 

- Itek  FICS  Budget  Entry  System. 

- Itek  Financial  & Consolidation 

System. 

- Itek  Fixed  Asset  Control  System. 

- Itek  Hazardous  Material  Reference 

System. 

- Itek  Ledger  System. 

• LCS'  primary  processing  customers  include  software 
development  firms,  banks  and  financial  services  firms,  and 
insurance  companies. 
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LCS'  professional  services  revenue  is  derived  primarily  from 
defense  agencies  of  the  federal  government.  Noncaptive 
processing  services  revenue  is  derived  from  a range  of  industries. 

A breakdown  of  LCS'  source  of  noncaptive  revenue  for  fiscal  1987 
is  estimated  by  INPUT  as  follows: 


Federal  government 

30% 

Software  developers 

22% 

Banking  and  finance 

20% 

Insurance 

10% 

Manufacturing 

6% 

Transportation 

3% 

Medical 

3% 

State/local  government 

3% 

Services 

m 

100% 

Approximately  96%  of  LCS'  fiscal  1987  revenue  was  derived  from 
the  U.S.  and  4%  from  Saudi  Arabia. 

LCS  has  offices  in  Mountain  View,  Woodland  Hills,  and  San 
Diego  (CA),  Reston  (VA),  Boston  (MA),  New  York  (NY),  Dayton 
(OH),  Columbus  (GA),  Colorado  Springs  (CO),  Montgomery 
(AL),  and  Saudi  Arabia. 


LCS  has  the  following  mainframes  installed  at  its  data  centers  in 
Reston  and  Woodland  Hills: 


• 1 IBM  3090-400E,  MVS/XA. 

• 1 IBM  3084,  MVS/XA. 

• 1 IBM  3083B,  MVS/DOS/VSE,  MVS/SP,  VM/CMS. 

• 1 IBM  3083  3JX3,  VM/400. 

• 1 NAS  9080,  MVS/SP. 

Clients  access  LCS  data  centers  via  a national  communications 
network. 
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Litton  Computer  Services 


President:  Henry  Bodurka 

5490  Canoga  Avenue 
Woodland  Hills,  CA  91367-4040 
Phone:  (818)715-5200 

Fax:  (818)715-5286 

Litton 

Computer  Services 

Status:  Division 

Parent:  Litton  Industries,  Inc. 

Employees.  400  (7/96) 

Revenue:  $110,000,000 

Fiscal  Year  End:  7/31/95 

Key  Points 

• In  addition  to  processing  services  and 
systems  integration,  LCS  has  expanded  its 
professional  services  and  network  services. 
The  company  is  also  involved  in  retail  credit 
and  manufacturing  processing  and  is 
positioning  itself  to  expand  into  the  travel 
and  hospitality  marketplace. 

• Litton  Computer  Services  (LCS)  provides  a 
range  of  processing,  systems  integration, 
and  professional  services  to  government  and 
commercial  clients. 

• Effective  July  29,  1996,  LCS’  federal-related 
operations  will  be  merged  with  PRC,  which 
was  acquired  by  Litton  Industries  in 
December  1995.  PRC  will  be  managed  by 
Litton  as  a standalone  division  and  will  do 
business  as  Litton/PRC.  LCS  will  then  focus 
exclusively  on  commercial  markets. 

• During  1995  and  1996,  LCS  captured  major 
information  systems  and  information 
technology  management  contracts  with 
Solar  Turbines,  Inc.  (San  Diego)  and  HFS 
(Hospitality  Franchise  Systems),  Inc.  (New 
Jersey). 
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Company  Description 

LCS  provides  systems  integration  and 
processing  services  for  government  and 
industry. 

Through  fiscal  1996,  LCS  provided  services  in 
five  major  business  areas: 

• Information  processing  for  commercial 
clients 

• Professional  and  systems  integration 
services  for  commercial  clients 

• Software  development  and  maintenance  for 
the  Air  Force  Space  Program 

• Automated  information  system  design  and 
development  for  the  Air  Force  Materiel 
Command  and  foreign  governments 

• Wide-area  and  local-area  data 
communications  and  network  support 
services 

Effective  July  29,  1996,  LCS  will  provide 
services  to  the  commercial  sector  and 
Litton/PRC  will  handle  federal  government 
contracts. 

LCS  currently  operates  as  a division  of  Litton 
Industries’  Command,  Control  and 
Communications  group.  Litton  Industries, 
headquartered  in  Woodland  Hills  (CA),  is  a 
$4.0  billion  global  corporation  with  35,000 
employees  involved  in  government  and 
commercial  operations,  including  defense- 
related  activities,  advanced  electronics,  and 
marine  engineering  and  production. 

Company  History 

The  professional  services  portion  of  LCS’ 
operations  was  founded  in  1961  to  develop 
software  for  the  newly  established  Air  Force 
Satellite  Control  Facility. 


In  1964,  that  business  was  acquired  by  Litton 
Industries  and  operated  as  the  Mellonics 
Systems  Development  Division  of  Litton  until 
1986.  In  1986,  the  Mellonics  Division  and 
Litton’s  information  processing  operations 
were  merged  to  form  what  is  now  LCS. 

Organization  and  Structure 

Through  July  1996,  LCS  operated  from  the 
following  facilities: 

• San  Jose  (CA) — Division  headquarters  and 
Air  Force  space  systems  support 

• Carrollton  (TX) — Facilities  management 
(commercial) 

• Colorado  Springs  (CO) — Software  support 
for  the  Air  Force  Space  Command 

• Dayton  (OH) — Automated  information 
systems  for  the  Air  Force  Materiel 
Command 

• Phoenix  (AZ) — Facilities  management 
(commercial) 

• Washington,  D.C. — Customer  support  and 
federal  marketing 

• Woodland  Hills  (CA) — Information 
processing  center,  user  help  desk,  customer 
support,  sales,  and  administration 

Effective  August  1,  1996,  LCS  will  be 
organized  into  the  following  facilities/units: 

• Woodland  Hills  (CA) — Division 
headquarters,  information  processing 
center,  user  help  desk,  customer  support, 
sales,  and  administration 

• Carrollton  (TX) — Facilities  management 
(commercial) 

• Phoenix  (AZ) — Facilities  management 
(commercial) 
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Sales  and  additional  customer  support  offices 
are  maintained  in  San  Diego  and  San  Jose 
(CA)  and  Lincoln  Park  (NJ). 

Company  Strategy 

LCS’  strategy  includes  the  following  elements: 

• To  focus  on  commercial  processing,  systems 
integration,  professional  services,  and 
telecommunications  opportunities 

• To  focus  on  the  travel  and  hospitality 
industry 

• To  focus  on  Year  2000  professional  services 

• To  focus  on  the  health  care  industry 

Financials 

INPUT  estimates  that  LCS’  total  fiscal  1995 
revenue  was  $110  million,  compared  to  $105 
million  in  fiscal  1994. 

Revenue  Analysis  by  Product  / Service 
Approximately  85%  of  total  revenue  for  fiscal 
1995  was  derived  from  commercial  and 
government  clients  and  15%  from  other 
divisions  of  Litton  Industries. 

Approximately  60%  of  noncaptive  revenue  was 
derived  from  processing  services  and  40% 
from  professional  and  systems  integration 
services. 

Market  Financials 

Approximately  60%  of  noncaptive  revenue  was 
derived  from  commercial  clients  and  40%  from 
government. 

LCS’  network  and  communications  services 
revenue  is  derived  primarily  from  commercial 
customers  and  other  Litton  divisions. 

Information  processing,  professional  services, 
and  system  development  revenue  is  derived 


from  government,  as  well  as  commercial 
customers. 

Commercial  clients  are  from  the  distribution, 
health  care,  manufacturing,  restaurant,  retail, 
software  development,  and  travel  and 
hospitality  industries. 

Geographic  Markets 

Virtually  all  of  LCS’  fiscal  1995  noncaptive 
revenue  was  derived  from  the  U.S. 

Employees 

Prior  to  the  restructuring  of  its  operations, 
LCS  had  a staff  of  approximately  650, 
including  federal  and  commercial  operations 
and  data  processing  support  for  Litton. 

LCS  now  has  approximately  400  employees  in 
support  of  its  commercial  operations. 

Key  Products  and  Services 

Information  Processing 
LCS  provides  on-line  processing  services  via 
the  LITTON  DATA  NETWORK  (LDN)  from 
its  Woodland  Hills  (CA)  data  center. 

• The  center  has  a combined  floor  space  of 
145,000  square  feet. 

• Hotline  support  for  all  Information 
Processing  customers  is  provided  from  this 
facility. 

• Additional  customer  support  staffs  are 
maintained  in  Woodland  Hills  and  in  the 
Washington,  D.C.  area. 

Information  Processing  is  offered  in  both 
timeshared  and  dedicated  modes.  A selection 
of  front-end  processors,  software,  and 
customized  interfaces  provides  connectivity  to 
any  customer’s  workstation  environment. 
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• IBM  3090-600J,  3090-600S,  and  E/S  9121- 
320  mainframes  are  installed  in  support  of 
processing  and  network  services. 

• Software  is  available  for  database 
management,  data  management,  financial 
decision  support,  financial  modeling, 
graphics,  health  care  services, 
manufacturing,  office  systems,  work 
scheduling,  statistical,  system  security, 
word  processing,  and  network  management 
applications. 

• Imaging  and  optical  disk  technology  for 
CALS  and  other  applications  is  also 
supported. 

LCS  also  assists  in  third-party  equipment 
management. 

Major  client  application  areas  include  MIS 
systems  for  various  systems  of  businesses, 
retail  management  systems  for  several  types 
of  store  chains,  and  manufacturing  resource 
planning  and  production  control. 

For  the  travel  and  hospitality  industry,  LCS 
will  provide  facilities  management,  system 
development,  and  systems  integration 
services. 

Recent  clients/contracts  include  the  following: 

• In  the  second  quarter  of  1996,  LCS  was 
awarded  a multiyear  contract  with  HFS, 

Inc.  to  provide  reservations  and  business 
systems  facilities  management. 

• In  the  first  quarter  of  1996,  LCS  was 
awarded  a multiyear  contract  from  Rockwell 
Rocketdyne  Division,  a major  aerospace 
manufacturer,  to  provide  data  center 
outsourcing  and  network  management 
services. 


Effective  July  1996,  Litton  outsourced  its 
processing  for  its  federal  operations  to 
Lockheed  Martin. 

Information  Processing  Professional  Services 

LCS  provides  a range  of  information 
technology  services  to  Information  Processing 
clients  as  well  as  to  the  marketplace  in 
general. 

LCS  offers  studies,  planning  assistance, 
customized  development,  and  systems 
implementation,  operations,  and  ongoing 
maintenance  to  provide  total  solutions  to 
assist  clients  with  problems  in  information 
technology  assimilation.  Areas  supported 
include: 

• Business  management 

• System  analysis  and  design 

• CASE  technology 

• Strategic  systems  planning 

• Systems  integration 

• Client/server  applications 

• Optical  disk  technology 

• Project  management 

Systems  Design  and  Software  Development 

LCS  undertakes  the  implementation  of  major 
information  systems  for  the  federal 
government  in  the  areas  of  space  satellite 
control  and  logistics  management.  LCS  also 
provides  the  associated  engineering  services 
and  operations  management,  if  needed. 

Areas  of  expertise  include  systems 
engineering,  analysis,  integration,  and 
operation;  systems  modeling  and  simulation; 
command  and  control;  feasibility  studies; 
management  information  systems;  and  the 
development  of  real-time  software. 

LCS  is  a prime  contractor  for  the  U.S.  Air 
Force  Reliability  and  Maintainability 
Information  System  (REMIS). 
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• This  systems  integration  project  gives  the 
Air  Force  the  ability  to  retrieve  reliability 
and  maintainability  logistics  data 
worldwide.  REMIS  supports  more  than 
2,000  users  throughout  the  major  command, 
air  logistics  centers,  and  technology  repair 
centers. 

• The  system  consists  of  Tandem  Himalaya 
computers  and  hundreds  of  terminals. 

• The  current  value  of  this  10-year  program  is 
more  than  $130  million. 

For  more  than  three  decades,  LCS  has 
provided  continuing  support  to  U.S.  military 
space  programs  in  the  areas  of  systems 
design,  development,  and  software 
engineering. 

Since  1961,  LCS  has  served  as  a real-time 
data  systems  software  development  contractor 
for  U.S.  Air  Force  satellite  control  systems. 

• In  this  role,  LCS  has  developed  software  for 
orbit  support,  satellite  command  and 
control,  telemetry  evaluation,  and 
communications. 

• Software  support  provided  by  LCS  includes 
analysis;  design;  coding;  configuration 
management;  specification  development; 
integration,  test,  and  evaluation; 
verification  and  validation;  program 
maintenance;  documentation  and  library 
maintenance;  and  management  and 
consulting. 

Communications  and  Network  Management 
The  LITTON  DATA  NETWORK  (LDN) 
provides  client  connectivity  to  the  LCS 
Information  Processing  systems  and  also 
provides  others  with  high-capacity,  fully 
redundant,  and  auto  rerouting  data 
communications  capability  on  an  outsourced 
basis. 


The  LDN  consists  of  multiple  T-l  backbone 
circuits  and  numerous  integrated  digital 
network  exchanges  that  provide  connectivity 
to  network  nodes  throughout  the  U.S.  and  in 
Europe  and  the  Far  East. 

In  support  of  LDN  users,  LCS  also  provides  a 
package  of  network  services,  including: 

• Voice  and  data  requirements  analysis 

• Network  evaluation  and  integration 

• Communications  software  development 

• Network  management 

• Network  (LAN  and  WAN)  consulting  and 
design 

. EDI 

• Transparent  data  transfer 

• Multiplatform  computing 

• Project  management 

Clients 

LCS’  primary  government  client  is  the  U.S. 
Air  Force. 

Major  commercial  clients,  by  industry,  include 
the  following: 

• Distribution — AmeriGas,  Wickes  Lumber, 
Terex,  Air  Liquide 

• Health  care — Kaiser,  Oxford  Health  Plan, 
PacifiCare,  Prudential  Prucare 

• Manufacturing — NASSCO,  Rockwell 
Rocketdyne  Division,  Solar  Turbines,  Inc. 

• Restaurants — Foodmaker 
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• Retail — Barney’s,  Brooks  Brothers,  Star 
Markets 

• Software  development — Sterling  Software, 
Viasoft 

• Travel  and  hospitality — American  Tours 
International,  Hawaiian  Airlines,  Hilton 
Hotels  Corporation,  HFS,  Inc. 

Marketing  and  Sales 

LCS  sells  its  commercial  services  primarily 
through  a direct  sales  force. 

Alliances 

LCS  has  alliances/marketing  agreements  with 
various  vendors,  including: 

• Computer  Associates  International 

• Dun  & Bradstreet  Software 

• Hewlett-Packard 

• IBM 

• Sun  Microsystems 

• Sybase 

• Viasoft 

Competition 

LCS’  competitors  include  the  major  players 
across  the  spectrum  of  the  government  and 
commercial  information  services  business, 
including  Computer  Sciences  Corporation 
(CSC),  Electronic  Data  Systems  (EDS), 
General  Electric,  Andersen  Consulting, 
Lockheed  Martin,  Loral,  and  TRW. 

In  the  commercial  market,  major  competitors 
include  EDS,  CSC,  and  IBM  ISSC. 


Assessment 

LCS’  major  strengths  include: 

• Facilities  management 

• Data  center  migration  services 

• Database  management 

• Systems  development  and  systems 
integration 

• Reliability  of  services 

Challenges  over  the  coming  year  include: 

• Expand  commercial  processing,  systems 
integration,  professional  services,  and 
telecommunications  opportunities 

• Expand  travel  and  hospitality  industry 
client  base  and  services 

• Expand  Year  2000  services 

• Expand  health  care  industry  client  base  and 
services 


Parent  Company 

Litton  Industries,  Inc. 

21240  Burbank  Boulevard 
Woodland  Hills,  CA  91367-6675 
Phone:  (818)  598-5000 
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COMPANY  HIGHLIGHT 


LITTON  COMPUTER  SERVICES 

1831  Michael  Faraday  Drive 
Reston,  VA  22090 
(703)  471-9200 


James  Sperger,  General  Manager 
Division  of  Litton  Systems,  Inc. 

Total  Employees:  65 
Total  Revenue,  Fiscal  Year  End 
7/31/83:  $10,000,000* 

Total  Noncaptive  Computer  Services 
Revenue:  $5,000,000* 


THE  COMPANY 

• Litton  Computer  Services  is  a division  of  Litton  Systems,  Inc.,  one  of  the 
operating  companies  of  Litton  Industries.  The  company  was  founded  in  1971 
and  provides  remote  computing  services,  independent  of  Litton  Mellonics. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Litton  Computer  Services'  fiscal  1983  revenue  was 
derived  from  remote  batch  and  interactive  processing  services  provided  to 
over  300  clients. 

Approximately  50%  of  Litton  Computer  Services'  processing  services 
are  provided  to  divisions  and/or  subsidiaries  of  Litton  Industries,  Inc. 
When  soliciting  these  companies  as  clients,  Litton  Computer  Services  is 
in  direct  competition  with  other  computer  services  firms.  There  is  no 
corporate  mandate  requiring  Litton  companies  to  purchase  Litton 
Computer  Services  processing. 

Sixty  percent  of  the  processing  is  remote  batch  and  40%  is  inter- 
active. Interactive  processing  is  further  subdivided  to  distinguish 
between  on-line  processing  (21%)  that  has  full-screen  capabilities 
running  CICS-oriented  applications,  and  timesharing  (19%). 

• Litton  Computer  Services  specializes  in  data  base  systems,  graphics,  statis- 
tics, report  writers,  and  financial  modeling.  Network  offerings  are  shown  in 
the  exhibit. 

The  company  has  expanded  its  processing  offerings  during  the  past  year 
to  include  the  following: 

. Installation  of  an  IBM  4341  running  under  VM/SP  and  supporting 
CMS,  OS/VS  I,  and  DOS/VSE. 

. The  addition  of  NASTRAN  to  engineering  applications  during 
1983. 
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EXHIBIT 

LITTON  COMPUTER  SERVICES 
NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• LIBRARY  MANAGEMENT 

- 1 IBM  3033,  MVS/SP 

- PANVALET 

- 1 IBM  4341,  VM/SP,  OS/VS1,  DOS/VSE,  CMS 

- PANVALET/TSO 

- TAPE  MANAGEMENT  SYSTEM 

• LANGUAGES  AND  ASSOCIATED  SOFTWARE 

- APL  (VS) 

• SECURITY 

- ASSEMBLER 

- ACF2 

- ASSEMBLER  H 

- TAPE  MANAGEMENT  SYSTEM 

- BASIC  (VS) 

- COBOL  (VS) 

• TEXT  EDITORS 

- FORTRAN  G1 

- TSO/SPF  _ WYLBUR 

- FORTRAN  H 

- SCRIPTVS  (DCF)  _ CMS/XEDIT 

- FORTRAN  H EXTENDED 

- FORTRAN  (VS) 

• FINANCIAL  SYSTEMS 

- PL/IF 

- GENERAL  LEDGER  - PURCHASING 

- PL/1  OPTIMIZING  COMPILER 

- ACCOUNTS  PAYABLE  - FIXED  ASSET 

- ASSEMBLER  PROMPT 

- COBOL  PROMPT/DEBUG 

• FINANCIAL  MODELING 

- FORTRAN  PROMPT/DEBUG 

- FORESIGHT  - APL/ADRS 

• INTERACTIVE  SYSTEMS 

• ENGINEERING 

- TSO  - WYLBUR 

- NASTRAN 

- CMS  - CICS 

- ICES/COGO 

- ICES/STRUDL 

• DATA  BASE 

- RAMIS  II  - MARK  IV 

• UCC  TWO  (DVO) 

- IMS  - INQUIRE 

- DOS/VS  ANS  COBOL  - PL/1 

- SYSTEM  2000/80 

- RPG  - BASIC  FORTRAN 

- RPG  II  - FORTRAN  IV 

• STATISTICAL 

- COBOL  D 

- BMD  - SAS/FSP 

- BMDP  - SPSS 

• MANUFACTURING 

- SAS  - TSP 

- ICS  - APT 

- SAS/ETS  - TPL 

- AD-APT/AUTOSPOT 

• GRAPHICS 

• TRANSPORTATION 

- DISSPLA  - CUE  CHART 

- BACPAC  - UTPS 

- TELL-A-GRAF  - GDDM/PGF 

- PLANPAC  - RUCUS 

- SAS/GRAPH  - DICOMEDIA  INTERFACE 

• SIMULATION 

• PERSONAL  COMPUTER  INTERFACE 

- GPSS  V 

- FORESIGHT  - REMOTE  JOB  ENTRY 

- GENERAL  LEDGER  - 327X 

• PROJECT  CONTROL 

- FIXED  ASSET  - ISSCO  GRAPHICS 

- PMS  IV  REPORT  PROCESSOR 

- PURCHASING 

- PMS  IV  EXTENDED  NETWORK  PROCESSOR 

- PMS  IV  COST  PROCESSOR 

• OTHER 

- PMS  IV  RESOURCE  ALLOCATION 

- AUTOMATIC  BACKUP/RECOVERY 

- CPED 

- APL-DATA  INTERFACE 

- APL  - INTERACTIVE  TRAINING 

• PRODUCTIVITY  AIDS 

- APL-STATLIB 

- TSO/ISPF  WITH  PDF  - CMS/ISPF  WITH  PDF 

- DASD  MAID  - FATAR 

- CICS/DMS  - WYLBUR 

- COMPAKTOR  - OS  SORT/MERGE 

- CMS/IPF 

- DATAMACS  - SYNCSORT 

- DISK  MANAGEMENT  - VSAM  ASSIST 

• REPORT  WRITER 

- FAST  DUMP  RESTORE  - IBM  UTILITY  SOFTWARE 

- DYL-250 

- DYL-260 

- EASYTRIEVE 
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. The  addition  of  financial  software,  new  in  1984,  including 
general  ledger,  accounts  payable,  purchasing,  and  fixed  assets. 

. Personal  computer  interfaces. 

INDUSTRY  MARKETS 

• Litton  Computer  Services'  noncaptive  fiscal  1983  revenue  was  derived  from 
the  following  industry  sectors: 


Services  (consultants,  accountants) 

50% 

Manufacturing 

15 

Construction/engineering 

15 

Federal  government 

1 5 

Transportation 

_5 

100% 

GEOGRAPHIC  MARKETS 

• Ninety-nine  percent  of  Litton  Computer  Services'  fiscal  1983  revenue  was 
derived  from  the  U.S.  and  1%  was  derived  from  Canada. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Litton  Computer  Services  has  one  IBM  3033  (MVS/SP)  and  one  IBM  4341 
(VM/SP)  installed  at  its  data  center. 

• Clients  access  Litton  Computer  Services  via  leased  networks,  WATS,  or  GTE's 
Telenet. 

• Clients  generally  use  IBM  or  Four-Phase  terminals  for  high-speed  RJE  work, 
IBM  3270  or  equivalent  terminals  for  on-line  processing,  and  Texas  Instru- 
ments or  DECwriter  terminals  for  timesharing. 
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COMPANY  HIGHLIGHT 


LITTON  COMPUTER  SERVICES 

1831  Michael  Faraday  Drive 
Reston,  VA  22090 
(703)  471-9200 


James  Sperger,  General  Manager 
A Division  of  Litton  Systems,  Inc. 
Total  Employees:  65 
Total  Revenue,  Fiscal  Year 
End  7/31/81:  $10,000,000* 

Total  NonCaptive  Computer 
Service  Revenues:  $5,000,000* 


PRINCIPAL  BUSINESS  Litton  Computer  Services  is  a division  of  Litton  Systems, 
Inc.,  one  of  the  operating  companies  of  Litton  Industries.  The  company  was  founded 
in  1971  and  provides  processing  services,  independent  of  Litton  Mellonics. 

SOURCE  OF  REVENUE 

Processing  services  100% 

PRODUCTS  AND  SERVICES 

• Litton  Computer  Services  provides  remote  batch  and  interactive  processing 
services  to  over  300  clients. 

Approximately  50%  of  Litton  Computer  Services'  processing  services 
are  provided  to  divisions  and/or  subsidiaries  of  Litton  Industries,  Inc. 
When  soliciting  these  companies  as  clients,  Litton  Computer  Services  is 
in  direct  competition  with  other  computer  service  firms.  There  is  no 
corporate  mandate  requiring  Litton  companies  to  purchase  Litton 
Computer  Services. 

Seventy-five  percent  of  the  processing  is  remote  batch  and  25%  is 
interactive.  Interactive  processing  is  further  subdivided  to  distinguish 
between  on-line  processing  (6%)  which  has  full-screen  capabilities 
running  CICS  oriented  applications,  and  timesharing  (19%). 

• Litton  Computer  Services  specializes  in  areas  of  data  base  systems,  graphics, 
report  writers,  and  financial  modeling.  The  software  library  includes  a variety 
of  application  programs,  as  shown  in  the  exhibit. 

• Litton  Computer  Services  plans  to  expand  its  processing  offerings  during  the 
next  calendar  year  in  manufacturing,  medical,  and  legal  industry  applications. 

INDUSTRY  MARKETS 

• Litton  Computer  Services  noncaptive  revenue  is  derived  from  clients  in  the 
following  industry  sectors: 
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EXHIBIT 

NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• Operating  Environment 

- OS/VS2  Release  3.8  (MVS),  JES2  Release  4.1 

• Languages 

— Assembler  — Assembler  H 

- ANS  OS/VS  COBOL  - Fortran  Gl 

— Fortran  Library  Mod  II  — Fortran  H Extended 
— Fortran  SSP  — RPG 

— PL/1  Optimizing  — VSAPL 

Compiler  — VS  BASIC 

• Data  Base 

- IMS  (Information  - SYSTEM  2000/80 

Management  System)  — TOTAL 

- RAMIS  II  - MARK  IV 

• Graphics 

- DISSPLA  - SAS/GRAPH 

- TELL-A-GRAPH 

• Financial 

- APL-ADRS  - FORESIGHT 

• Report  Writer 

- DYL250  - DYL260 

- EASYTRIEVE 

• Statistical 

— APL-Statistical  Library  — BIOMED 
— BMD  Series  P — SAS-76 

- SAS-72  - SPSS  Version  7 

- SAS/GRAPH 

• Simulation 

— GPSS  V (General  Purpose  Simulation  System) 

- SIMSCRIPT  11.5 

• Project  Control 

— PMS  IV  Report  Processor 
— PMS  IV  Extended  Network  Processor 
— PMS  IV  Cost  Processor 
— PMS  IV  Resource  Allocation 
— PMS  IV  Network  Plotting  Program 

• Sort/Merge 

— OS  Sort/Merge  — Syncsort 

• Program  Management  Security 

- PANVALET  - PANVALET/TSO 

• TSO 

- APL-ADRS  - VSAPL 

— COBOL  Debug  Monitor 

— COBOL  Prompter 
— Data  Utilities 

- VSAPL 

- FORESIGHT 

— Fortran  Prompter 
— Fortran  Debug  Monitor 

- PANVALET 

— PL/1  Optimizing  Compiler 
— SPF  (System  Productivity  Facility) 

— TSO  Assembler  Prompter 
— VS  Basic 

• UCCTwo 

- DOS/VS  ANS  COBOL  - RPG  II 

- RPG  - COBOLD 

— PL/1  — Basic  Fortran 

— Fortran  IV 

• Engineering 

— ICES/STRUDEL  (Integrated  Civil  Engineering 
System /Structural  Design  Language) 

— ICES/COGO  (Integrated  Civil  Engineering  System/ 
Coordinate  Geometry) 

— LISA/360  (Linear  Systems  Analysis) 

• Manufacturing 

— AD-APT/Autospot  OS 
— APT  (Automatically  Programmed  Tool) 

— RPS/CFMS  (Requirement  Planning  System/Chain 
File  Management  System) 

— ICS  (Inventory  Control  System) 

• Transportation 

- BACPAC  - PLANPAC 

— UTPS  (Urban  Transportation  Planning  System) 
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Services  (consultants,  accountants) 

25% 

Manufacturing 

20 

Construction/Engineering 

20 

Federal  Government 

20 

Transportation 

15 

100% 

GEOGRAPHIC  MARKETS 

United  States 

99% 

Canada 

1 

100% 

COMPUTER  HARDWARE 

• One  IBM  3033  (MVS). 

• Clients  access  Litton  Computer  Services  via  leased  networks,  a dial-up  "800" 
network,  or  GTE's  Telenet. 

• Clients  generally  use  IBM  or  Four-Phase  terminals  for  high-speed  RJE  work, 
IBM  3270  or  equivalent  for  on-line  processing,  and  Texas  Instrument  or  DEC 
Writer  terminals  for  timesharing. 
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LITTON  MELLONICS 

1001  West  Maude  Avenue 
Sunnyvale,  CA  94086 
(408)  245-0795 


Richard  W.  Baker,  President 
Division  of  Litton  Industries,  Inc. 
Total  Employees:  550 
Total  Revenue,  Fiscal  Year  End 
7/31/83:  $52,000,000 
Noncaptive  Computer  Services 
Revenue:  $32,500,000* 


THE  COMPANY 

• Litton  Mellonics  was  formed  in  1964  by  Litton  Industries  after  the  acquisition 
of  Mellonics  Inc.,  a small  software  development  company  in  Sunnyvale  (CA). 
Litton  Mellonics  currently  provides  professional  services  for  government  and 
commercial  clients  and  offers  processing  and  litigation  support  services.  The 
division  also  provides  processing  services  to  its  parent  company. 

• Total  fiscal  1983  revenue  reached  $52  million,  a 68%  increase  over  fiscal  1982 
revenue  of  $31  million.  Noncaptive  revenue  increased  113%  from  approxi- 
mately $16  million  in  1982  to  $34  million  in  1983.  A five-year  summary  of 
captive  and  noncaptive  revenue  follows: 


LITTON  MELLONICS 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


— — ^FISCAL  YEAR 

ITEM  ' 

7/83 

7/82 

7/81 

7/80 

7/79 

Noncaptive  Revenue 
. Percent  of  total 

$ 34,000 
65% 

$ 16,000 
52% 

$ 15,000 
52% 

$ 19,000 
63% 

$ 15,000 
63% 

Captive  Revenue 
. Percent  of  total 

$ 18,000 
35% 

$ 15,000 
48% 

$ 14,000 
48% 

$ 1 1 ,000 
37% 

$ 9,000 
37% 

Total  Revenue 

$ 52,000 

$31,000 

$ 29,000 

$ 30,000 

$ 24,000 

• Litton  Mellonics  employs  about  550  personnel,  with  approximately  50  in  the 
Washington,  D.C.  area  and  50  in  Saudi  Arabia. 


• Major  competitors  for  government-related  software  development  contracts 
are  Computer  Sciences  Corporation  and  System  Development  Corporation. 
Competition  for  processing  services  comes  from  a number  of  regional  firms  as 
well  as  several  of  the  large  remote  computing  vendors. 
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KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  Litton  Mellonics'  fiscal  1983  noncaptive  revenue  was  derived 
as  follows: 


Revenue 

Percent 

($  millions) 

of  Total 

Professional  services 

$27.0 

79% 

Processing  services 

5.0 

15 

Litigation  support 

2.0 

_6 

$34.0 

100% 

• Litton  Mellonics'  fiscal  1983  captive  revenue  of  approximately  $18  million  was 
derived  from  processing  services  provided  to  Litton  Industries. 

• Professional  services  are  provided  from  Mellonics  Systems  Development  in 
Sunnyvale  (CA).  Areas  of  expertise  include  systems  engineering,  systems 
modeling  and  simulation,  command  and  control,  feasibility  studies,  manage- 
ment information  systems,  and  the  development  of  real-time  systems. 
Examples  of  contracts  held  by  the  company  include  the  following: 

In  1983  Litton  Mellonics  won  a three-year  contract  with  the  Royal 
Saudi  Air  Force  (RSAF)  valued  at  $85  million  to  develop  a management 
information  system  for  integrated  logistics  support. 

. The  system  will  encompass  a Logistics  Data  Processing  Center 
linked  with  remote  processing  stations  to  support  the  functions 
of  Supply,  Aircraft  Maintenance,  and  Project  Monitoring. 

. As  part  of  the  contract  Litton  Mellonics  will  provide  complete 
system  specifications;  data  center  and  remote  station  construc- 
tion and  outfitting;  all  hardware  and  software;  delivery,  installa- 
tion, and  testing;  all  documentation;  an  initial  increment  of 
spare  parts  and  supplies;  assistance  in  organizing  and  establish- 
ing a preliminary  data  base;  training  in  operations  and  mainte- 
nance; and  consulting  support  during  the  initial  operational 
period  of  the  system. 

Continuing  support  is  provided  to  the  U.S.  Air  Force  for  real-time 
satellite  command  and  control  systems. 

. Litton  Mellonics'  software  support  includes  analysis;  design; 
coding;  configuration  management;  specification  development; 
integration,  test,  and  evaluation;  verification  and  validation; 
program  maintenance;  documentation  and  library  maintenance; 
and  management  and  consulting. 
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Litton  Mel  Ionics  continues  to  provide  behavior  research  and  develop- 
ment of  training  methodologies  for  the  U.S.  Army.  A new  training 
technology  combines  the  use  of  videodisc  and  microcomputers  to 
provide  interactive  training. 

• Processing  services  are  provided  from  the  Mellonics  Information  Center  in 
Canoga  Park  (CA).  Initially  established  in  1967  to  provide  timesharing 
services  to  Litton  companies  in  Southern  California,  it  has  been  offering 
services  to  outside  organizations  since  the  early  1970s.  A profile  of  applica- 
tions available  is  shown  in  the  exhibit. 

Processing  services  are  currently  provided  to  over  150  clients  across 
industry  sectors. 

• Litigation  services  are  provided  to  over  20  commercial  and  government 
clients  from  offices  in  Washington,  D.C.  and  Canoga  Park. 

The  majority  of  litigation  service  revenue  is  derived  from  providing 
clerical  and  paralegal  personnel  for  data  gathering  and  cataloging.  The 
company  also  provides  processing  services  for: 

. On-line  document  retrieval. 

. On-line  subject  matter  thesaurus. 

. On-line  text  editing. 

. Printing  directories  and  reports. 

. Keyword-in-context  indices. 

. Computer  output  microfilm  (COM)  services. 

. Remote  batch  and  remote  job  entry  processing. 

INDUSTRY  MARKETS 

• Litton  Mellonics'  fiscal  1983  noncaptive  revenue  was  derived  from  the  federal 
government,  foreign  government,  discrete  and  process  manufacturing,  retail, 
and  finance  industry  sectors. 

GEOGRAPHIC  MARKETS 

• Fifty  percent  of  Litton  Mellonics'  fiscal  1983  noncaptive  revenue  was  derived 
from  the  U.S.,  almost  exclusively  from  clients  in  California  and  the  Washing- 
ton, D.C.  area.  The  remaining  50%  was  derived  from  foreign  clients  including 
the  Royal  Saudi  Air  Force. 

• Offices  are  located  in  Canoga  Park  and  San  Diego  (CA),  Columbus  (GA), 
Houston,  Washington,  D.C.,  and  Riyadh,  Saudi  Arabia. 
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EXHIBIT 

LITTON  MELLONICS 
NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- I IBM  3033,  MVS 

- I IBM  3081  MODEL  K,  MVS 

- I IBM  3083,  MVS 

- I IBM  4341  MODEL  II,  VM/CMS 

• PROGRAMMING  LANGUAGES  AND  AIDS 

- APL 

- ASSEMBLER 

- BASIC 

- CA-OPTIMIZER 

- COBOL 

- FORTRAN 

- PL/1 

- PASCAL 

- RPG  1 1 ; 360 

- LISP 

• DATA  MANAGEMENT  SOFTWARE 

- RAMIS;  IMS  INTERFACE 

- IMS/VS;  DB  DC;  DL/1;  ADF 

- CICS 

- DYL  260  DL/1  INTERFACE 

- TOTAL 

- PANVALET 

- CULPRIT 

- IDMS;  IDD;  OLQ 

- STAIRS 

• STATISTICAL 

- SSP 

- SPSS 

- SAS 

- BMDP 

- MPSX/MIP 


APPLICATION  AREA/PRODUCT  NAME 


• MODELING 

- CSMP 

- SIMSCRIPT 

- GPSSV 

- SIMPL/1 

• FINANCIAL  MODELING 

- AUTOTAB  II 

- GO  SYSTEM 

• GRAPHICS 

- GDDM 

- PGF 

- ICU 

- GPFSI 

- GRAPHPAK 

- TELL-A-GRAF 

- CUECHART 

- SAS/GRAPH 

• PLOTTING 

- VERSATEC 

• SPECIAL  APPLICATIONS 

- APT/AC  (NUMERICAL  CONTROL) 

- BTS  II  (BATCH  TERMINAL  SIMULATOR) 

- DUO/DOS  (UCC  2) 

- PDL 

- PML  IV 

- FAST  (CRITICAL  PATH) 

- AUTOLOGIC  APS-5  (PHOTOCOMPOSITION) 

- COM 

- WORD  PROCESSING 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• The  Canoga  Park  data  center  has  the  following  equipment  installed: 

I IBM  3033,  MVS. 

I IBM  3081  Model  K,  MVS. 

I IBM  3083,  MVS. 

I IBM  4341  Model  II,  VM/CMS. 

• Clients  access  Litton  Mellonics'  network  via  leased  lines  or  Telenet. 
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COMPANY  HIGHLIGHT 


LITTON  MELLONICS 

1001  W.  Maude  Avenue 
Sunnyvale,  CA  94086 
(408) 245-0795 


Richard  W.  Baker,  President 
Division  of  Litton  Industries 
Total  Employees:  550 
Total  Revenues,  FYE  7/31/80: 
$30,000,000 

Non-Captive  Revenues:  $ 1 9,000,000 


THE  COMPANY 

• Litton  Mel  Ionics  was  formed  in  1963  by  Litton  Industries  after  the  acquisition 
of  Mel  Ionics  Inc.,  a small  software  development  company  in  Sunnyvale  (CA). 
Litton  Mel  Ionics  currently  provides  consulting  services  for  government  and 
commercial  clients  and  offers  processing  and  litigation  support  services. 

• Total  revenues  were  $30  million  in  FY  1980,  a 25%  increase  over  FY  1979 
revenues  of  $24  million.  A five-year  summary  of  its  captive  and  non-captive 
revenues  follows: 


LITTON  MELLONICS 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  Thousands,  Numbers  are  Approximates) 


-^FISCAL  YEAR 

ITEM 

7/31/80 

7/31/79 

7/31/78 

7/31/77 

7/31/76 

Non-Captive  Revenues 
. Percent  of  total 

$19,000 

63% 

$15,000 

63% 

$ 9,000 
47% 

$ 8,000 
53% 

$ 7,000 
50% 

Captive  Revenues 
. Percent  of  total 

$1 1 ,000 
37% 

$ 9,000 
37% 

$10,000 

53% 

$ 7,000 
47% 

$ 7,000 
50% 

Total  Revenues 

$30,000 

$24,000 

$19,000 

$15,000 

$14,000 

• Litton  Mel  Ionics  employs  about  550  personnel,  150  in  the  Washington  (DC)  area 
and  400  at  various  California  locations. 

• Major  competitors  for  government-related  software  development  contracts 
are  Computer  Sciences  Corporation  and  System  Development  Corporation. 
Competition  for  processing  services  comes  from  a number  of  regional  firms  as 
well  as  several  of  the  large  remote  computing  vendors. 
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KEY  PRODUCTS  AND  SERVICES 

• An  approximate  breakdown  of  Litton  Mellonics  FY  1980  revenues  follows: 


Revenue 

Percent  of 

Value 

Total 

($  Million) 

Software  development  contracts 
Processing  services 

27% 

$ 8 

. Captive 

37 

II 

. Non-captive 

23 

7 

Litigation  support 

13 

4 

100% 

$30 

• Litton  Mellonics'  areas  of  expertise  within  its  professional  services  group 
encompass  systems  engineering,  systems  modeling  and  simulation,  command 
and  control,  feasibility  studies,  management  information  systems  and  the 
development  of  real-time  systems. 

Examples  of  contracts  held  by  the  company  are: 

. Real-time  satellite  command  and  control  system  for  the  Air 
Force. 

. Space  studies  for  the  Space  Defense  Operations  Center. 

. Global  Positioning  System  for  the  Air  Force. 

. Development  of  point-of-sale  systems. 

. Behavioral  research  and  development  of  training  methodologies 
for  the  U.S.  Army. 

. Management  system  support  for  the  U.S.  Navy. 

• Processing  services  are  provided  from  the  Mellonics  Information  Center  (MIC) 
in  Canoga  Park  (CA).  Initially  established  in  1967  to  provide  timesharing 
services  to  Litton  companies  in  Southern  California,  it  has  been  offering 
services  to  outside  organizations  since  the  early  1970s. 

A profile  of  software  available  on  the  network  is  presented  in  Exhibit 

A.  Although  the  majority  of  software  offered  is  systems-or iented, 

specific  applications  software  is  being  considered. 

• Litton  Mellonics  began  providing  litigation  support  services  in  1978. 
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EXHIBIT  A 


LITTON  MELLONICS 
NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  3033,  MVS 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- APL 

- ASSEMBLER 

- BASIC 

- CAPEX  OPTIMIZER 

- COBOL 

- FORTRAN 

- PL/1 

- RPG  II;  360 

• DATA  MANAGEMENT  SOFTWARE 

- RAMIS;  IMS  INTERFACE 

- I MS/VS;  DB  DC;  DL/1 ; ADF 

- CICS 

- DL/L  260  DL/1  INTERFACE 

- TOTAL 

- PAN VALET 


APPLICATION  AREA/PRODUCT  NAME 


• STATISTICAL 

- SSP 

- SPSS 

- SAS 

- BMDP 

• MODELING 

- CSMP 

- FORESIGHT 

- GPSSV 

• PLOTTING 

- VERSATEC 

• SPECIAL  APPLICATIONS 

- APT/AC  (NUMERICAL  CONTROL) 

- BTS  II  (BATCH  TERMINAL  SIMULATOR) 

- DUO/DOS 

- SIMPL/1 

- FAST  (CRITICAL  PATH) 

- WINDFALL  PROFITS  TAX 
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Legal  services  are  provided  to  commercial  and  government  clients  from 
offices  in  Washington  (DC)  and  Los  Angeles. 

In  addition  to  providing  clerical  and  paralegal  personnel  for  data 
gathering  and  cataloging,  the  company  also  provides  processing  services 
for: 


. On-line  document  retrieval. 

. On-line  subject  matter  thesaurus. 

. On-line  text  editing. 

. Printing  directories  and  reports. 

. Key-word-in-context  indices. 

. Computer-output-microfilm  services. 

. Remote  batch  and  remote  job  entry  processing. 


INDUSTRY  MARKETS  Approximately  30%  of  Litton  Mellonics'  revenues  is  derived 
from  the  federal  government.  The  remaining  70%  is  derived  from  clients  in 
manufacturing,  legal  services  and  other  various  industries. 


GEOGRAPHIC  MARKETS 

• Currently  one  hundred  percent  of  the  company's  revenues  come  from  the  U.S., 
almost  exclusively  from  clients  in  California  and  the  Washington  (DC)  area. 
The  company  has,  however,  performed  extensive  work  for  foreign  clients. 

• Offices  are  maintained  in  Washington  (DC);  Crystal  City  (VA);  Canoga  Park, 
San  Diego  and  Camarillo  (CA);  and  Columbus  (GA). 


COMPUTER  HARDWARE 

• The  Litton  Mellonics  data  center  in  Canoga  Park  has  two  IBM  3033s,  operating 
under  MVS. 

• Clients  outside  the  Pacific  region  access  the  network  via  leased  lines.  Internal 
clients  use  Litton's  Telenet  communications  system. 
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Cross  Industry:  Telecommunications 


Local  Area  Telecommunications,  Inc.  (LOCATE) 

1 7 Battery  Place 
Suite  1935 

New  York,  NY  1 0004 
(212)  509-511  I 

CEO:  Pericles  Spirakis 
Private  Corporation 

Employees:  25 


The  Company: 

This  New  York  firm  specializes  in  creating  microwave  digital  termination  service 
(DTS)  networks  and  was  one  of  the  first  involved. 

With  operations  in  20  cities,  it  claims  to  be  the  most  successful  vendor 
configuring  such  networks  for  links  between  and  among  brokerages,  investment 
bankers,  and  their  major  customers  in  the  New  York  City  area. 

LOCATE  also  provides  DTS  links  to  long-haul  microwave  and  fiber  optic  carriers, 
using  the  facilities  of  Qwest  Microwave  and  Cable  & Wireless  in  the  New  York 
area  for  connections  to  Chicago  and  the  West  Coast. 

- LOCATE  will  provide  direct  connections  to  AT&T  as  per  customer  requirements. 

Target  Industries: 

The  primary  targeted  market  is  large  Fortune  500  firms  requiring  between  four 
and  eight  T-l  capacity  links  for  connections  between  distributed  company 
locations. 
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LLOYD  BUSH,  INC.  Lloyd  A.  Bush,  President 

40  Broad  Street  Private  Company 

New  York,  NY  10004  Total  Employees:  20 


(212)  809-8560 

Total  Revenue,  Fiscal  Year  End 
12/31/90:  $1,500,000* 

*INPUT  estimate 

The  Company 

Lloyd  Bush,  Inc.  provides  an  electronic  data  interchange  (EDI) 
software  product  line  and  management  consulting  services  for  the 
financial  community. 

Key  Products  and 
Services 

The  majority  of  Lloyd  Bush's  revenues  are  derived  from 
management  consulting  services  for  the  financial  community.  These 
services  are  not  considered  information  services.  The  remainder  of 
the  company's  revenue  is  derived  from  EDI  software. 

Lloyd  Bush's  EDI  standalone  EDI  translation  package,  known  as  X- 
Change,  was  introduced  in  1985.  X-Change  supports  ANSI  X12, 
UCS,  TDCC,  UICS,  TCIF,  and  other  standards  and  is  available  for 
the  IBM  PC  and  compatibles  running  under  MS-DOS  and  for  Sun 
Microsystems  equipment  running  under  UNIX.  All  the  major  third- 
party  networks  are  supported. 

• X-Change  features  include  one-step  document  turnaround, 
unattended  sending,  automatic  trading  partner  setup, 
import/export  of  data  in  ASCII  file  formats,  pop-up  selection 
windows,  on-line  help,  a simplified  user  manual,  and  an  archive 
utility. 

. Qualifying  EDI  hubs  can  purchase  a license  for  unlimited  copies 
for  trading  partner  use.  The  license,  which  is  free,  specifies  only 
one  entity  and  location  as  the  trading  partner  for  all  the  copies 
the  EDI  hub  distributes.  Copies  of  the  software  are  provided  at 
cost-approximately  $10  each. 

. Users  who  need  the  capability  to  reach  additional  trading 
partners  can  upgrade  to  the  multitrader  partner  version  of  X- 
Change  for  a one-time  charge  of  $895.  This  upgrade  can  be 
received  electronically  from  Lloyd  Bush  the  same  day  it  is 
ordered. 
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. Lloyd  Bush  has  licensed  X-Change  to  250  clients  (EDI  hubs)  that 
support  over  50  trading  partners. 

Industry  Markets 

Lloyd  Bush  sells  its  software  products  to  all  industries.  Initially,  the 
company  was  most  successful  in  marketing  its  EDI  software  to  the 
railroad  industry. 

Geographic 

Markets 

Approximately  95%  of  Lloyd  Bush's  EDI  software  revenue  was 
derived  from  the  U.S.  and  5%  from  international  sources. 
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LLOYD  BUSH  & ASSOCIATES  Lloyd  A.  Bush,  President 
156  William  Street  Private  Company 

New  York,  NY  10038  Total  Employees:  45 

(212)  962-4004  Total  Revenue,  Fiscal  Year  End 


12/31/87:  $3,000,000* 

* INPUT  estimate 

The  Company 

Lloyd  Bush  & Associates  provides  an  electronic  data  interchange 
(EDI)  software  product  line  acquired  with  Document  Interchange 
Systems  Corporation,  as  well  as  a systems  software  product  and 
management  consulting  services  for  the  financial  community. 

INPUT  estimates  that  Lloyd  Bush  & Associates  generated  S3 
million  in  revenue  during  1987  and  that  less  than  $1  million  was 
derived  from  information  services. 

As  of  September  1988,  the  company  had  45  employees. 

Key  Products  and 
Services 

Seventy-five  percent  of  Lloyd  Bush's  revenues  are  derived  from 
management  consulting  services  provided  to  the  financial 
community.  These  services  are  not  considered  information 
services.  Fifteen  percent  of  the  company's  revenue  is  derived  from 
a fourth-generation  language  systems  software  product.  The 
remaining  10%  is  derived  from  EDI  software. 

Lloyd  Bush's  fourth-generation  language,  MODEL,  is  a decision 
support  system.  The  product  is  used  for  building  applications  in 
the  areas  of  product  planning,  investment  banking  analysis,  and 
goverment  contract  bidding.  The  following  modules  are  included 
in  MODEL:  Financial,  Forecasting,  and  Statistical  Libraries;  Risk 
Analysis;  Box-Jenkins  Forecasting;  and  Hierarchical 
Consolidation.  MODEL  generates  a self-contained  object  code. 

Lloyd  Bush's  EDI  software  product  line,  known  as  X-Change,  was 
introduced  in  1985.  X-Change  supports  ANSI  X12  and  is  available 
for  the  IBM  PC  and  compatibles  running  under  MS-DOS  and  for 
Sun  Microsystems  equipment  running  under  UNIX. 

• Trading  Partner  provides  general-purpose,  PC-based 
interchange  and  supports  McDonnell-Douglas,  RAILINC, 

CDC,  and  GE  Information  Services  proprietary  store-and- 
forward  networks.  Trading  Partner  is  table  driven  and  does  not 
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Industry  Markets 


Geographic 

Markets 


need  updating  with  added  standards.  Instead,  its  data  base  is 
expanded. 

• EDI-Hub  is  a multiuser,  multi-telecommunications-line  system. 
It  is  aimed  at  distribution  organizations,  purchasing 
departments,  or  any  other  organization  that  wants  to  manage 
communications  with  a large  number  of  other  locations  or 
entities. 

• EDI-Satellite  is  a hub-specific  version  of  the  Trading  Partner. 
The  system  is  intended  to  provide  an  economical  complement 
to  the  EDI-Hub  and  is  available  only  in  multiunit  quantities. 

• EDI-Gateway  is  a multi-telecommunications-line  system  for 
providing  EDI  front  end  or  communications  concentration  and 
conversion  for  classical  data  processing  systems. 

• EDI-E-Mail  is  an  electronic  mail  system  that  uses  AT&T  Mail 
as  a gateway  in  order  to  provide  a lower-cost  substitute  for 
proprietary  EDI  networks.  X-Change  speaks  to  AT&T  Mail. 
EDI-E-Mail  is  available  packaged  with  either  Trading  Partner 
or  EDI-Satellite. 


Lloyd  Bush  & Associates  sells  its  software  products  to  all 
industries.  Initially,  the  company  was  most  successful  in  marketing 
its  EDI  software  to  the  railroad  industry. 


During  1987,  Lloyd  Bush  sold  its  products  within  the  U.S.  through 
a direct  sales  force. 
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LOGICA  DATA  ARCHITECTS,  William  Fello,  President  and  CEO 
INC.  Wholly  Owned  Subsidiary  of  Logica  Pic 

245  Winter  St.  Total  Employees:  570 

Waltham,  MA  02154  Total  Revenue,  Fiscal  Year  End 


(617)  890-7730 

6/30/90:  $50,000,000* 

‘INPUT  estimate 

The  Company 

Logica  Data  Architects  provides  professional  services  and  software 
products  to  the  banking  and  finance,  telecommunications,  and 
computer  industries,  as  well  as  to  government  agencies. 

Logica  Data  Architects  was  formed  in  1988  with  the  merger  of 
Data  Architects,  Inc.  and  the  North  American  operations  of 
Logica  pic. 

• Logica  acquired  Data  Architects  for  approximately  $37.8 
million.  Data  Architects  had  revenue  of  $34.7  million  for  the 
fiscal  year  ending  November  30,  1987  and  300  employees  at  the 
time  of  the  acquisition. 

• Logica  Data  Architects  now  operates  as  a wholly  owned 
subsidiary  of  Logica. 

INPUT  estimates  Logica  Data  Architects'  total  fiscal  1990  revenue 
was  $50  million. 

• Product  sales  were  weak  in  telecommunications  in  North 
America  and  in  the  finance  sector  generally.  During  the  year, 
Logica  Data  Architects  was  not  able  to  replace  projects  running 
down  by  the  planned  level  of  professional  service  business.  As 
a result,  revenue  from  operations  in  North  America  decreased 
by  11%  in  U.S.  dollar  terms,  resulting  in  a loss  for  the  year. 

• Actions  have  been  taken  to  reduce  the  cost  base  and 
considerable  effort  devoted  to  formulate  strategies  for 
developing  the  business.  Changes  in  the  management  and  the 
structure  have  been  made  in  order  to  maximize  the  position  of 
the  company  in  its  various  geographical  and  vertical  markets. 

• The  company's  strategic  objective  is  to  build  a substantial 
business  in  North  America,  based  primarily  in  the 
telecommunications  and  finance  sectors. 
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Key  Products  and 
Services 


Logica  Data  Architects  is  currently  organized  into  the  following 

groups: 

• The  Financial  Services  Group  provides  professional  services  to 
the  banking  and  finance  and  insurance  industries. 

• The  Telecommunications  Group  provides  professional  services 
and  software  products  in  support  of  business  and  network 
operations  to  telecommunications  service  providers,  computer 
vendors,  and  the  federal  government. 

• The  Financial  Products  Group  provides  software  products  to 
the  banking  and  finance  industry.  Within  this  group,  Banking 
Decision  Systems  (a  division  of  Logica  Data  Architects) 
markets  and  supports  decision  support  software  for  banks  and 
financial  managers. 


INPUT  estimates  over  90%  of  Logica  Data  Architects'  fiscal  1990 
revenue  was  derived  from  custom  development  and  consulting 
professional  services  and  less  than  10%  from  software  product 
licenses. 

Logica  Data  Architects  has  custom  development  and  consulting 
expertise  primarily  in  the  areas  of  communications,  on-line 
transaction  processing,  data  base  systems  architectures,  and  real- 
time monitoring  and  processing. 

Examples  of  projects  for  the  financial  services  community  include 
the  following: 

• In  February  1990,  Logica  Data  Architects  and  Hogan  Systems 
formed  an  alliance  whereby  Logica  Data  Architects  and  Hogan 
will  jointly  implement  Hogan's  Integrated  Banking  Applications 
(IBA)  package  for  IBA  customers  outside  North  America. 

• Logica  Data  Architects  assisted  in  the  development  of  the 
Corporate  Stock  Transfer  System  for  the  Bank  of  Boston. 

• For  the  New  York  Life  Insurance  Company,  Logica  Data 
Architects  reviewed  its  data  processing  operations,  provided 
extensive  restructuring  of  data  processing  systems,  and 
developed  various  applications  supporting  both  the  home  office 
and  the  sales  staff. 

• Logica  Data  Architects  integrated  BESS  electronic  funds 
transfer  and  Tandem  hardware  for  the  U.S.  Bank  of  Oregon  to 
support  multi-bank  operations  and  payments  business. 
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• Logica  Data  Architects  customized  BESS  to  enable  the  Royal 
Bank  of  Canada  to  automate  its  charts  and  tables  of  fees  and 
service  charge  structures. 

Examples  of  projects  for  the  telecommunications  industry  include 

the  following: 

• Logica  Data  Architects  and  Tandem  Telecommunications 
Systems,  Inc.  are  currently  developing  an  enhanced  800 
software  product  and  a Network  Information  Management 
System  on  Tandem's  TSCP  and  TSMS  platforms.  These 
projects  are  part  of  a strategic  alliance  between  Logica  and 
Tandem  to  address  the  telco  intelligent  network  market. 

• Logica  Data  Architects  was  awarded  a $1.67  million  contract  to 
develop  an  Operational  Planning  System  (OPS)  for 
INTELSAT,  the  international  telecommunications  satellite 
cooperative  of  118  member  countries  based  in  Washington, 
D.C.  INTELSAT  has  14  satellites  that  transmit  voice,  video, 
and  data  messages  to  more  than  170  countries,  24  hours  a day. 
OPS  will  be  used  for  the  configuration  of  the  global  network  of 
the  INTELSAT  system  and  the  allocation  of  predicted  traffic  to 
satellites  and  individual  transponders. 

• Logica  Data  Architects  acted  as  prime  contractor  to  design, 
build,  and  install  the  Network  Information  and 
Communications  System  (NICS)  for  British  Columbia 
Telephone. 

• Logica  Data  Architects  worked  with  U.S.  West  to  develop  the 
Service  Order  Negotiation  and  Retrieval  (SONAR)  system  and 
subsequently  installed  the  system  at  Southern  New  England 
Telephone. 

• Logica  Data  Architects  developed  for  SP  Communications  the 
Call  History  Information  Processing  System  (CHIPS),  a 
distributed  message  switching  system  that  automates  and 
supports  billing  and  traffic  data  collection  for  the  long  distance 
service  network  now  owned  by  U.S.  Sprint. 

Other  projects  include  the  following: 

• Logica  Data  Architects  and  Tandem  are  currently  developing 
an  X.400  software  product  for  use  with  the  full  range  of 
Tandem  NonStop  systems.  The  product  will  be  based  on 
Logica  Data  Architects'  CPLEX.400  message  handling  system 
and  will  comply  with  1988  X.400  standards. 
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• Logica  Data  Architects  has  been  working  with  IBM  for  over 
two  years  on  the  development  of  its  DataTrade  product,  an 
element  of  IBM's  Wholesale  Banking  Design  Principles.  Logica 
Data  Architects  is  porting  DataTrade  from  an  IBM  RT  (6150) 
running  AIX  to  the  System/88  environment.  This  fixed-price 
contract  is  being  carried  out  at  IBM's  premises  in  Tampa  (FL) 
where  DataTrade  development  is  centered. 

• As  part  of  a ten-year,  $32  million  project,  Logica  Data 
Architects  is  a subcontractor  to  the  Harris  Corporation's 
Government  Electronic  Systems  Division  to  provide  a network 
management  system  for  the  Tennessee  Valley  Authority 
(TVA).  Logica  Data  Architects  is  building  the  data  base 
software  for  the  TVA's  new  Nuclear  Telecommunications 
System  Control  Center  on  an  AT&T  platform.  The  system  is 
based  on  Logica's  C3  software  product. 

Logica  Data  Architects'  software  products  are  generally  provided 

to  clients  as  part  of  a professional  services  project  and  generally 

support  financial  and/or  network-related  applications. 

• Bank  Electronic  Support  System  (BESS)  is  a Tandem-based 
communications  and  fund  transfer  system  for  regional  and 
international  banks. 

• Fastwire  is  a modular  product  designed  to  automate  the 
message  switching,  funds  transfer,  or  wireroom  operations  of 
financial  institutions. 

• Logica  Transaction  Director  (LTD)  is  a systems  integration 
platform  that  links  hardware  (hosts,  terminals,  intelligent 
network  sites,  I_ANs,  and  printers)  and  software  from  diverse 
vendors  into  a single  network.  LTD  can  function  as  a gateway 
system,  a connectivity  platform,  a message  switch,  or  a 
backbone  network. 

• Logica  Conversion  System  is  a program  used  to  convert  existing 
data  bases  to  Hogan/IBM  Integrated  Banking  Applications 
(IBA)  for  deposits,  loans,  RPM,  and  customer  information 
system  data  bases. 

• Mastering  Hogan  Series  (MHS)  is  a complete  series  of  self- 
directed  technical  training  courses  for  the  new  and  experienced 
programmer/analyst  desiring  to  become  productive  in  the 
Hogan/IBM  development  environment. 

• CPLEX.400  provides  message  handling,  extensions  for 
accommodating  future  services  and  modifications,  and  a 
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software  bridge  between  custom  systems  and  services  while 
complying  with  the  international  X.400  protocol  standard. 

• Communications  Control  Center  (C3)  is  an  integrated 
telecommunications  network  management  system  providing 
network  management  and  administrative  functions  for  private 
network  components. 

• Cooperative  Processing  integrates  PC-  and  workstation-based 
applications  with  existing  host  systems  whether  they  are 
minicomputers  or  mainframes. 

Logica  Data  Architects'  Banking  Decision  Systems  division 

markets  the  following  products  for  IBM  and  compatible 

mainframes  and  DEC  VAX  systems. 

• BankMaster  Plus  is  a decision  support  product  for  forecasting 
and  reporting  financial  information,  asset  and  liability 
management,  and  profit  planning. 

• PathMaster  is  a specialized  application  derived  from 
BankMaster  Plus  that  extracts,  collects,  and  loads  data  from 
multiple  data  bases  into  decision  support  systems  for  direct 
access  and  analysis. 

Industry  Markets 

The  majority  of  Logica  Data  Architects'  fiscal  1990  revenue  was 
derived  from  the  banking  and  finance,  insurance,  and 
telecommunications  industries.  The  remainder  was  derived  from 
computer  manufacturers  and  government  agencies. 

Geographic 

Markets 

INPUT  estimates  approximately  80%  of  Logica  Data  Architects' 
fiscal  1990  revenue  was  derived  from  the  U.S.  and  20%  from 
international  sources. 

Regional  offices  are  located  in  New  York  (NY),  San  Francisco 
and  Los  Angeles  (CA),  Earth  City  (MO),  Fort  Lauderdale  (FL), 
and  Falls  Church  (VA). 

In  Canada,  Logica  Data  Architects  has  an  office  in  Scarborough, 
Ontario. 

Outside  North  America,  Logica  Data  Architects  has  clients  in 
Japan  and  Australia. 
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Key  Points 

• Logica  Inc.  (formerly  Logica  North  America  Inc.) 
is  a subsidiary  of  Logica  pic.  a leading 
independent  systems  integration,  consulting  and 
software  firm  supporting  banks,  financial  services 
companies,  utilities  and 

information/communications  vendors  worldwide. 


leading  commercial  lending  products  to  Logica's 
portfolio  of  financial  sector  software  products 

• Logica  Inc.  has  recently  announced  several 
alliances,  including  marketing  agreements  with 
Hogan  Systems.  Atchley  Systems,  Applied 
Communications,  Inc.  and  Shared  Systems 
Corporation. 

• In  September  1994,  the  company  announced  the 
acquisition  of  the  Software  Division  of  Synercom 
Technology,  Inc.  that  provides  client/server 
systems  for  work  management  in  the  utilities 
industrv. 


• In  November  1994,  the  company  announced  the 
changing  of  its  name  to  Logica  Inc.  and  the 
relocation  of  its  headquarters  from  Waltham 
(MA)  to  Lexington  (MA). 

• In  May  1994,  Logica  Inc.  acquired  Precision 
Software  (Williamsburg,  VA),  adding  market- 


•  In  December  1994,  Logica  established  a Retail 
Delivery  Systems  Division  based  in  Dallas  (TX) 
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Company  Description 

Logica  Inc.  provides  systems  integration, 
consulting  and  application  development 
professional  services  and  software  products 
primarily  to  banks  and  financial  services  firms, 
utilities,  information/communication  companies 
and  multimedia  content  and  service  providers. 

Logica  Inc.  was  formed  in  1988  with  the  merger  of 
Data  Architects,  Inc.  of  Waltham  (MA)  and  the 
North  American  Operations  of  U.K. -based  Logica 
pic. 

• Logica  acquired  Data  Architects  for 
approximately  $37.8  million.  Data  Architects,  a 
software  and  services  firm  founded  in  1967,  had 
300  employees  at  the  time  of  the  acquisition  and 
revenue  of  $34.7  million  for  the  fiscal  year 
ending  November  30,  1987. 

• The  merged  operations  were  named  Logica  Data 
Architects,  operating  as  a wholly  owned 
subsidiary  of  Logica  pic. 

• In  1991,  Logica  Data  Architects  officially 
changed  its  name  to  Logica  North  America  Inc. 

• In  late  1994,  Logica  North  America  changed  its 
name  to  Logica  Inc. 

Logica  pic,  with  revenues  of  approximately  $350 
million,  has  offices  in  1 7 countries  and  3.400 
employees  worldwide. 

• Its  mission  is  to  provide  systems  integration, 
consulting,  software  development  and  training 
and  after  sales  support  services  to  enable  its 
clients  to  implement  strategic  solutions  to  meet 
their  business  needs. 

• In  addition  to  the  banking,  financial  services, 
information  and  communications  industries, 
Logica  pic's  worldwide  focus  includes  space  and 
communications,  defense,  government, 
manufacturing,  transportation,  energy  and 
utilities. 


Organization  and  Structure 

Logica  Inc.  is  organized  along  lines  of  business  and 
includes  the  following  units: 

• The  Banking  and  Finance  Group  is  responsible 
for  products  and  services  to  the  banking  and 
financial  services  markets  and  includes: 

- Core  Retail  Banking  and  Commercial  Lending 

- Wholesale  Banking  and  Financial  Services, 
including  Asset/Liability  Management 

- Retail  Delivery  Systems 

- Funds  Transfer 

• The  Applied  Technology  Group  applies  and 
integrates  multiple  technologies  to  build  complex 
systems  and  platforms.  The  group  focuses  on 
key  strategic  technologies  including  multimedia, 
on-line  transaction  processing,  voice, 
client/server,  messaging  and  middleware, 
platform  development  and  vendor  product 
development. 

• The  Interactive  Multimedia  Group  was  formed  to 
define  and  solve  business  problems  associated 
with  emerging  innovative  applications.  The 
group  focuses  on  the  application  of  advanced 
digital  media  technologies  to  information 
dissemination,  presentation  and  communication. 

• The  Synercom  Division,  based  in  Houston  (TX). 
was  formed  with  the  acquisition  of  Synercom 
Technology.  It  provides  client/server  systems  for 
the  utilities  industry. 

Logica  Inc.  is  headquartered  in  Lexington  (MA) 
and  has  offices  in  Dallas  and  Houston  (TX),  Ft. 
Lauderdale  (FL),  Los  Angeles  and  San  Francisco 
(CA),  New  York  (NY).  Williamsburg  (VA)  and 
Toronto  (Ontario,  Canada). 

Company  Strategy 

Logica  Inc.'s  strategy  is  to  focus  on  business  areas 
where  Logica  possesses  differentiation  and 
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leadership  credentials — banking,  financial  services 
and  interactive  multimedia.  Partnerships  and 
alliances  will  be  key  in  developing  opportunities  in 
these  selected  markets. 

Technologically,  the  company  focuses  on  the  areas 
of  multimedia,  on-line  transaction  processing, 
voice,  client/server  and  messaging  middleware. 

Financials 

Logica  Inc.'s  fiscal  1994  revenue  is  estimated  at 
$52  million,  a 4%  increase  over  fiscal  1993 
revenue  of  $50  million. 

Logica  pic’s  North  American  operations  attained 
an  operating  profit  in  fiscal  1994,  after  an 
operating  loss  in  fiscal  1993.  Significant  increases 
in  North  American  revenue  were  partially  offset  by 
declines  in  international  revenue. 

• This  performance  improvement  resulted  from  a 
tightly  focused  and  restructured  organization  and 
the  creation  of  an  effective  management  team  to 
run  the  business. 

• All  parts  of  the  business  were  profitable  except 
the  funds  transfer  business  where  the  company 
invested  substantially  in  research  and 
development  to  upgrade  a major  product  line. 

Market  Financials 

Logica  Inc.'s  revenue  is  derived  primarily  from 
banking  and  financical  services  and 
information/communications  companies . 

Approximately  64%  of  Logica  pic's  revenue  is 
derived  from  systems  integration  services,  23% 
from  consulting  and  systems  development 
professional  services  and  13%  from  software 
products. 

Geographic  Markets 

INPUT  estimates  approximately  90%  of  Logica 
Inc.'s  fiscal  1994  revenue  was  derived  from  North 
.America  and  10%  from  international  sources. 


Acquisitions 

In  September  1994.  Logica  announced  an 
agreement  to  purchase  the  Software  Division  of 
Synercom  Technology,  Inc. 

• The  division  provides  client/server  systems  for 
work  management  in  the  utilities  industry  Its 
key  product  is  the  Work  Management 
Information  System  (WMIS). 

• The  division,  with  66  employees,  had  revenue  of 
$10.6  million  for  the  fiscal  year  ending  October 
31,  1993,  of  which  $3.6  million  was  from 
international  sources. 

• With  this  acquisition,  Logica  combines  its 
expertise  in  consulting,  systems  integration  and 
project  management  to  electricity,  gas  and  water 
utilities  with  Synercom’s  WMIS  software.  The 
product  will  be  marketed  through  Logica’s 
international  network  of  offices. 

• In  addition,  Syncrcom's  INFORMAP  family  of 
software  products  and  customer  base  will 
complement  Logica’s  strength  in  geographic 
information  systems. 

• Svncrcom  now  operates  as  a division  of  Logica 
Inc. 

In  May  1994.  Logica  Inc.  acquired  Precision 
Software,  Inc.  of  Williamsburg  (VA).  The 
acquisition  was  accounted  for  as  a purchase. 

• Precision  Software,  with  approximately  20 
employees,  provides  software  products  for 
commercial  lending  applications. 

• Precision  Software  now  operates  as  the 
Commercial  Lending  division  of  Logica  Inc. 
within  the  Banking  and  Finance  Group. 

Employees 

As  of  January  1995,  Logica  Inc.  had  approximately 
550  employees,  segmented  as  follows: 
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Marketing  and  sales 23 

Retail  banking 1 18 

Commercial  lending 24 

Applied  technology 102 

Multimedia 32 

Funds  transfer 42 

Messaging/middleware 11 

Engineering/programming 48 

General  and  administrative 50 


450 

Key  Products  and  Services 

Logica  Inc.  has  custom  applications  development, 
consulting  and  systems  integration  expertise  in  the 
areas  of  banking,  financial  services,  utilities, 
information/communications  and  interactive 
multimedia. 

Examples  of  projects  for  the  financial  services 
community  include  the  following: 

• Logica  upgraded  the  order  processing  system  for 
Merrill  Lynch  by  linking  all  of  Lynch's  branch 
locations  to  a central  system  that  connected  the 
brokerage  house  to  all  major  exchanges.  The 

■ system  gives  the  firm  24-hour  service,  seven  days 
a week. 

• For  Midland  Bank,  Logica  provided  a single 
pa\ment  gateway  to  help  the  bank  meet  its 
business-critical  payment  processing  needs. 

• For  a major  mutual  funds  company,  Logica 
helped  streamline  customer  service  operations  by 
providing  connections  from  existing  systems  to 
new  applications  using  a client/server 
architecture  and  a single-point  access  to  ail 
customer  and  corporate  plan  information. 

• Using  BESS  as  its  core,  Logica  built  the  world's 
largest  international  banking  network  for  Bank  of 
Tokyo,  designed  for  multibank,  multiofifice  and 
multicurrency  processing.  The  network 
decentralized  Bank  of  Tokyo's  operations  and 
enables  branches  and  correspondents  to  send 
messages  directly  without  first  routing  them 
through  headquarters. 


• For  Japan  Travel.  Logica  used  client/server 
technology  to  provide  a single  front-end  gatewav 
that  enabled  the  agency  to  interconnect  all  of  its 
critical  business  systems  and  connect  outside 
services.  Terminals  in  the  company's  300  branch 
offices  were  replaced  with  workstations 
connected  to  home  office  mainframes  via  a wide- 
area  network. 

• In  November  1994,  Logica  Inc.  announced  it  had 
successfully  completed  one  of  the  world’s  largest 
installations  of  Hogan  banking  software  at 
Australia  and  New  Zealand  (ANZ)  Banking 
Group.  In  partnership  with  ANZ,  Logica  has 
implemented  an  advanced  core  retail  banking 
system  which  has  been  installed  in  AMZ's 
network  of  more  than  1,200  retail  branches  and 
lending  and  inquiry  support  centers  for  use  bv 
more  than  14,000  employees.  The  project  lasted 
more  than  four  years  and  required  a dedicated 
team  from  Logica  and  ANZ  totaling  up  to  400 
people  throughout  the  life  of  the  project. 

Examples  of  projects  for  the 
tclccommunications/communications  and  other 
industries  include  the  follow  ing: 

• Logica  Inc.  worked  jointly  with  Motorola  and 
Tandem  Computers  to  develop  the  EMBARC 
(Electronic  Mail  Broadcast  to  a Roaming 
Computer)  Switch,  the  backbone  of  an  advanced 
wireless  messaging  system.  The  switch  allows 
EMBARC  to  interconnect  with  public  and 
private  E-mail  systems,  store  messages  and  sort 
and  deliver  wireless  E-mail  and  business 
information. 

• For  Broadcast  Television  Network,  Logica 
provided  a number  of  systems  to  control 
television  game  shows,  present  questions  and 
answers  to  the  host,  cue  the  still  pictures  and 
video  tape  recorders  for  visual  questions  and 
drive  the  graphics  displays. 
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• For  a major  broadcasting  company's  image 
library,  Logica  provided  a video  image 
management  system  called  Gallery  2000  to  store, 
retrieve  and  manage  its  stock  of  images.  The 
system  uses  optical  disc  storage  technology  and  a 
database  system  for  tracking  the  images'  content 
and  location. 

• For  a major  telecommunications  carrier,  Logica 
is  developing  the  core  software  infrastructure  for 
an  interactive  TV  system.  In  conjunction  with 
advanced  video  and  computing  hardware,  the 
software  will  be  the  platform  on  which  a 
spectrum  of  interactive  and  multimedia  services 
will  be  provided  by  the  carrier. 

• For  British  Broadcasting  Corporation,  Logica 
developed  a database  system  and  retrieval 
software  to  support  the  BBC’s  Domesday 
System — a study  of  Britain  using  interactive 
video  and  sound.  Logica's  software  enables  the 
user  to  access  the  information  instantly  and 
change  freely  from  image  to  text  to  data  display. 

• In  February  1994,  Logica  North  America  was 
selected  as  a Vendor  on  Premise  (VOP)  by  the 
IBM  personal  systems  programming  center  in 
Boca  Raton  (FL).  Logica  is  providing  IBM  with 
technical  expertise  related  to  the  support  and 
development  of  OS/2. 

Products 

Logica  Inc.'s  software  products  are  generally 
provided  to  clients  as  part  of  a professional 
services/sy stems  integration  project  and  generally 
support  financial  and/or  network-related 
applications. 

• Bank  Electronic  Support  System  (BESS)  is  a 
Tandem-based  communications  and  fund  transfer 
and  payments  system  for  regional  and 
international  banks.  Thirty  of  the  top  100  North 
.American  banks  and  45  banks  worldwide  use 
BESS. 


• FASTWIRE  is  a DEC-based  product  designed  to 
automate  message  switching,  funds  transfer  or 
wireroom  operations  of  financial  institutions . 

• Logica  Transaction  Director  (LTD)  is  messaging 
middleware  that  links  hardware  (hosts,  terminals, 
intelligent  network  sites.  LANs  and  printers)  and 
software  from  diverse  vendors  into  a single 
network.  LTD,  which  is  implemented  on 
Tandem  NonStop  computers,  can  function  as  a 
gateway  system,  a connectivity  platform,  a 
message  switch  or  a backbone  network. 

• HotScan,  introduced  in  1993,  enables  banks  to 
automatically  check  payments  and  messages 
against  a file  of  blocked  or  frozen  accounts  while 
maintaining  continual  transaction  processing. 
HotScan  is  fully  integrated  with  BESS. 

• ComplyWire,  from  Atchlev  Systems,  is  an  anti- 
money laundering  funds  transfer  recordkeeping 
solution  for  banks  worldwide. 

In  October  1994,  Logica  announced  its  Xchange 
program — its  strategic  plan  for  a next  generation  of 
messaging  and  payments  products  and  the  banking 
industry’s  first  funds  transfer  system  based  on 
industry'  standard  open  client/server  architecture. 

• As  part  of  the  Xchange  program,  Logica  has 
selected  Tandem  Computers  as  the  preferred 
vendor  and  will  use  Tandem's  UNIX  systems 
technology. 

• The  Xchange  family  of  messaging  and  payments 
solutions  will  be  initially  comprised  of  three 
modules — DataXchange,  MessageXchange  and 
FundsXchange — to  be  introduced  over  the  next 
three  years. 

Logica's  retail  banking  consultants  have 
successfully  completed  more  than  300  retail  core 
systems  projects  for  banks  using  the  Hogan 
Integrated  Banking  Application  (IBA). 
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• The  company’s  focus  is  to  implement  custom-fit 
banking  systems  that  meet  the  business  and 
operational  needs  of  banks.  Logica  acts  as  a 
partner  to  its  clients  in  the  implementation  and 
upgrade  of  systems. 

• Logica  is  a leading  independent  implementor  for 
Hogan  software  worldwide.  Based  on  an 
implementation  methodology  specifically 
developed  for  Hogan/IBA,  Logica’s  Hogan 
projects  have  been  staffed  from  the  company’s 
designated  Hogan  competency  center  in  Los 
Angeles. 

• Hogan-related  products/services  provided  by 
Logica  include: 

- Logica  Conversion  System  is  a program  used 
to  convert  existing  databases  to  Hogan/IBM 
Integrated  Banking  Applications  for  deposits, 
loans,  RPM  and  customer  information  system 
databases. 

- Logica  Integrity  System  software  maintains 
data  integrity  within  a Customer  Information 
System  and  between  product  databases. 

- Source  Control  Workbench  is  a project  control 
tool  for  source  software  changes  in  the 
development  environment. 

- IrisTool  is  a set  of  integrity'  tools  for  converting 
to  and  running  Hogan's  integrated  loan  product 
to  ensure  the  accuracy  of  the  loans  database. 

- Logica  offers  various  Hogan  training  services, 
including  hands-on  training,  intensive  training, 
user  training  and  Mastering  Hogan  Senes 
(MHS) — a complete  series  of  self-directed 
technical  training  courses  for  the  new  and 
experienced  programmer/analyst  desinng  to 
become  productive  in  the  Hogan/IBM 
development  environment. 

Logica  Inc.'s  Banking  Decision  Systems  division 
markets  the  following  asset/liability  management 
products  for  IBM  and  compatible  mainframes. 


IBM  RS/6000,  IBM  PS/2  or  compatibles,  DEC 

VAX  and  UNIX  platforms: 

• BankMaster  Plus  is  a decision  support  product 
for  forecasting  and  reporting  financial 
information,  asset  and  liability  management  and 
profit  planning.  More  than  100  financial 
institutions  in  the  U.S.,  Canada  and  Europe  use 
BankMaster  Plus. 

• PathMaster  is  a specialized  application  derived 
from  BankMaster  Plus  that  extracts,  collects  and 
loads  data  from  multiple  databases  into  decision 
support  systems  for  direct  access  and  analysis. 

Logica  Inc.  offers  the  following  commercial  lending 

software  products: 

• Loan  Administrator11 — A niche  portfolio  system 
for  larger  banks  and  a commercial  loan  solution 
for  smaller  and  community  banks. 

• Loan  Syndicator  R — A departmental  lending 
system  for  larger  banks,  and  a commercial  loan 
solution  in  midsized  or  international  banks. 

As  a result  of  the  acquisition  of  the  Software 

Division  of  Synercom  Technology,  Logica  Inc. 

offers  the  following  products: 

• WMIS — A full-function,  integrated 
client/server  software  environment  that 
facilitates  the  management  of  utilities 
construction,  maintenance  and  operations  work 
requests  from  initiation  through  to  closing. 

The  software  is  installed  at  Entergy,  Hawaiian 
Electric,  Illinois  Power,  TU  Electric  and  other 
major  electric  and  gas  utilities  companies. 

• The  INFORMAP  family  of  spatial  information 
management  software — Combines  spatial, 
graphic  and  associated  attribute  data  in  an 
integrated  spatial  database  for  automated 
mapping  and  geographic  information  system 
applications. 
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Clients 

Financial  Services — Citibank,  Federal  Home  Loan 
Bank  of  Dallas,  NationsBank,  New  York  Life, 
Merrill  Lynch,  Chase  Manhattan,  First  Alabama 
Bank,  Key  Bank,  Lloyds  Bank,  Midland  Bank, 
Bank  of  England,  Standard  Chartered  Bank,  Royal 
Bank  of  Canada,  First  Interstate  Bancorp.,  Bank  of 
Hawaii,  Australia  and  New  Zealand  Banking 
Group,  The  Hong  Kong  Stock  Exchange,  Chemical 
Bank,  Bank  of  Tokyo,  Bank  Julius  Baer,  Credit 
Suisse,  Barclays  Bank,  Union  Bank  of  Switzerland 

Telecommunications  and  Systems 

Suppliers — Sprint,  Pacific  Bell,  Teleglobe  Canada, 

IBM,  U S WEST,  Boston  Technology,  Motorola, 

Cognitronics 

Utilities — Commonwealth  Electric,  Entergy, 
Northern  Illinois  Gas,  Illinois  Power 

Marketing  and  Sales 

Logica  Inc.  sells  its  products  and  services  in  North 
America  through  a direct  sales  force  operating  out 
of  offices  in  Lexington  (MA).  Dallas  and  Houston 
(TX),  Ft.  Lauderdale  (FL),  Los  Angeles  and  San 
Francisco  (CA),  New  York  City,  Williamsburg 
(VA)  and  Toronto  (Ontario,  Canada). 

In  addition  to  its  direct  sales  activities,  Logica  has 
various  marketing  agreements  with  other  vendors. 

Alliances/Partnerships 

In  December  1994,  Logica  signed  a non-exclusive 
global  distribution  agreement  with  Shared  Systems 
Corporation  to  market  Shared  Systems'  ON/X 
open  systems  software  environment  for  on-line 
transaction  processing  on  the  AT&T  Global 
Information  Solutions  UNIX  platform. 

• The  agreement  covers  more  than  200  countries 
worldwide  (excluding  the  U.S.  and  Canada). 

• Logica  Inc.’s  Retail  Delivery  Systems  unit 
(based  in  Dallas)  will  spearhead  the  international 
effort  and  will  initially  market  ON/X  to  major 
retail  banks  and  financial  services  organizations 


with  moderate  to  high-volume  processing 
requirements  in  Australia.  Europe,  the  Far  East. 
Mexico,  the  Middle  East  and  Latin  America. 

In  August  1994,  Logica  Inc.  signed  an  agreement 
with  Applied  Communications.  Inc.  (ACI)  giving 
ACI  marketing  and  distribution  rights  to  Logica's 
HotScan  product. 

In  July  1994,  Logica  Inc.  was  named  as  Seque 
Software’s  first  value-added  remarketer.  Logica 
has  rights  in  the  banking  industry  to  offer  Seque's 
QA  Partner™  cross-platform  testing  tool  with 
Logica’s  BESS  communications  and  funds  transfer 
product  and  Precision  Software’s  commercial 
lending  products. 

In  June  1994,  Logica  Inc.  signed  a joint  marketing 
agreement  with  Atchley  Systems,  Inc.  of  Dallas 
(TX)  whereby  Atchley  will  create  an  interface  for 
its  COMPLY/WIRE  wire  transfer  recordkeeping 
system  and  integrate  it  with  Logica’s  BESS 
communications  and  funds  transfer  product. 

Atchley  will  market  COMPLY/WIRE  to  BESS 
users  worldwide. 

In  May  1994,  Logica  Inc.  announced  that  Hogan 
Systems  has  named  Logica  as  a preferred  vendor. 
As  a result  of  the  agreement,  Logica  Inc.  is  the  first 
and  only  vendor  at  this  time  with  the  right  to  license 
Hogan  Systems  products  for  use  in  building 
support  tools,  ancillary  products  and  training  for 
the  Hogan  client  base. 

Interfaces  to  Logica's  BankMaster  Plus  product 
are  provided  by  Global  Advanced  Technology 
Corp..  Capital  Management  Sciences  and  The 
Trepp  Group. 

Assessment 

Logica  Inc.'s  strengths  include: 

• Industry  expertise  coupled  with  technological 
expertise  and  project  mangement  skills 

• Focus  on  complex  technology  problems  with 
vertical  industries 
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Challenges  include: 

• Being  responsive  to  market  growth 

• Investing  in  resources  to  facilitate  growth 

• Attaining  revenue  growth  of  20%  to  30%  over 
the  next  four  years. 


Parent  Company 

Logica  pic 
68  Newman  Street 
London.  W1A  4SE 
United  Kingdom 
Phone:  +44  171  637  91 1 1 
Fax:  +44  171  817  7006 
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Logica  North  America  Inc. 


President  & CEO:  William  Engel 

950  Winter  Street 
Waltham,  MA  02154-1226 
Phone:  (617)890-7730 

Fax:  (617)  890-5034 


Status: 

Parent  Company 

Employees: 

Revenue: 

Fiscal  Year  End: 


Subsidiary 
Logica  pic 
450 

$ 52,000,000 
6/30/94 


Key  Points 

• Logica  North  America  Inc.  is  a subsidiary  of 
Logica  pic,  a leading  independent  systems 
integration,  consulting  and  software  firm 
supporting  banks,  financial  services 
companies,  utilities  and 
information/communications  vendors 
worldwide. 

• In  May  1994,  Logica  North  America 
acquired  Precision  Software  (Williamsburg, 


VA),  adding  market-leading  commercial 
lending  products  to  Logica’ s portfolio  of 
financial  sector  software  products. 

• Logica  North  America  has  recently 
announced  several  alliances,  including 
marketing  agreements  with  Hogan  Systems, 
Atchley  Systems  and  Applied 
Communications,  Inc. 

• In  September  1994,  the  company  announced 
the  acquisition  of  the  Software  Division  of 
Synercom  Technology,  Inc.  that  provides 
client/server  systems  for  work  management 
in  the  utilities  industry. 
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Company  Description 

Logica  North  America  provides  systems 
integration,  consulting  and  application 
development  professional  services  and 
software  products  primarily  to  banks  and 
financial  services  firms,  utilities, 
information/communication  companies  and 
multimedia  content  and  service  providers. 

Logica  North  America  was  formed  in  1988 
with  the  merger  of  Data  Architects,  Inc.  of 
Waltham  (MA)  and  the  North  American 
Operations  of  U K. -based  Logica  pic. 

• Logica  acquired  Data  Architects  for 
approximately  $37.8  million.  Data 
Architects,  a software  and  services  firm 
founded  in  1967,  had  300  employees  at  the 
time  of  the  acquisition  and  revenue  of  $34.7 
million  for  the  fiscal  year  ending  November 
30,  1987. 

• The  merged  operations  were  named  Logica 
Data  Architects,  operating  as  a wholly 
owned  subsidiary  of  Logica  pic. 

• In  1991,  Logica  Data  Architects  officially 
changed  its  name  to  Logica  North  America. 

Logica  pic,  with  revenues  of  approximately 
$350  million,  has  offices  in  15  countries  and 
3,400  employees  worldwide. 

• Its  mission  is  to  provide  systems  integration, 
consulting,  software  development  and 
training  and  after  sales  support  services  to 
enable  its  clients  to  implement  strategic 
solutions  to  meet  their  business  needs. 

• In  addition  to  the  banking,  financial  services, 
information  and  communications  industries, 
Logica  pic's  worldwide  focus  includes  space 
and  communications,  defense,  government, 


manufacturing,  transportation,  energy  and 
utilities. 

Organization  and  Structure 

Logica  North  America  is  organized  along  lines 
of  business  and  includes  the  following  units: 

• The  Banking  and  Finance  Group  is 
responsible  for  products  and  services  to  the 
banking  and  financial  services  markets  and 
includes: 

- Retail  Banking  and  Commercial  Lending 
(includes  Precision  Software  division) 

- Wholesale  Banking  and  Financial  Services, 
including  Asset  Liability  Management 

- Retail  Delivery  Systems 

- Funds  Transfer 

• The  Applied  Technology  Group  applies  and 
integrates  multiple  technologies  to  build 
complex  systems  and  platforms.  The  group 
focuses  on  key  strategic  technologies 
including  multimedia,  on-line  transaction 
processing,  voice,  client/server,  messaging 
and  middleware,  platform  development  and 
vendor  product  development. 

• The  Interactive  Multimedia  Group  was 
formed  to  define  and  solve  business 
problems  associated  with  emerging 
innovative  applications.  The  group  focuses 
on  the  application  of  advanced  digital  media 
technologies  to  information  dissemination, 
presentation  and  communication. 

Logica  North  America  is  headquartered  in 
Waltham  (MA)  and  has  offices  in  Dallas  and 
Houston  (TX),  Ft.  Lauderdale  (FL),  Los 
Angeles  and  San  Francisco  (CA),  New  York 
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(NY),  Williamsburg  (VA)  and  Toronto 
(Ontario,  Canada). 


Company  Strategy 

Logica  North  America's  strategy  is  to  focus  on 
business  areas  where  Logica  possesses 
differentiation  and  leadership 
credentials — banking,  financial  services  and 
interactive  multimedia.  Partnerships  and 
alliances  will  be  key  in  developing 
opportunities  in  these  selected  markets. 

Technologically,  the  company  focuses  on  the 
areas  of  multimedia,  on-line  transaction 
processing,  voice,  client/server  and  messaging 
middleware. 


Financials 


Logica  North  America's  fiscal  1994  revenue  is 
estimated  at  $52  million,  a 4%  increase  over 
fiscal  1993  revenue  of  $50  million. 

Logica  pic’s  North  American  operations 
attained  an  operating  profit  in  fiscal  1 994,  after 
an  operating  loss  in  fiscal  1993.  Significant 
increases  in  North  American  revenue  were 
partially  offset  by  declines  in  international 
revenue. 


• This  performance  improvement  resulted 
from  a tightly  focused  and  restructured 
organization  and  the  creation  of  an  effective 
management  team  to  run  the  business. 

• All  parts  of  the  business  were  profitable 
except  the  funds  transfer  business  where  the 
company  invested  substantially  in  research 
and  development  to  upgrade  a major  product 
line. 


Market  Financials 

Logica  North  America's  revenue  is  derived 
primarily  from  banking  and  fmancical  services 
and  information/communications  companies. 

Approximately  64%  of  Logica  pic’s  revenue  is 
derived  from  systems  integration  services,  23% 
from  consulting  and  systems  development 
professional  services  and  1 3%  from  software 
products. 

Geographic  Markets 

INPUT  estimates  approximately  90%  of 
Logica  North  America's  fiscal  1994  revenue 
was  derived  from  North  Ameica  and  10%  from 
international  sources. 

Acquisitions 

In  September  1994,  Logica  announced  an 
agreement  to  purchase  the  Software  Division 
of  Synercom  Technology,  Inc. 

• The  division  provides  client/server  systems 
for  work  management  in  the  utilities 
industry.  Its  key  product  is  the  Work 
Management  Information  System  (WMIS). 

• The  division,  with  66  employees,  had 
revenue  of  $10.6  million  for  the  fiscal  year 
ending  October  31,  1993,  of  which  $3.6 
million  was  from  international  sources. 

• With  this  acquisition,  Logica  combines  its 
expertise  in  consulting,  systems  integration 
and  project  management  to  electricity,  gas 
and  water  utilities  with  Synercom’ s WMIS 
software.  The  product  will  be  marketed 
through  Logica’ s international  network  of 
offices. 

• In  addition,  Synercom’s  INFORMAP  family 
of  software  products  and  customer  base  will 
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complement  Logica’s  strength  in  geographic 
information  systems. 

In  May  1994,  Logica  North  America  acquired 
Precision  Software,  Inc.  of  Williamsburg  (VA) 
The  acquisition  was  accounted  for  as  a 
purchase. 

• Precision  Software,  with  approximately  20 
employees,  provides  software  products  for 
commercial  lending  applications. 

• Precision  Software  now  operates  as  a 
division  of  Logica  North  America  within  the 
Banking  and  Finance  Group. 

Employees 

As  of  June  30,  1994,  Logica  North  America 
had  450  employees,  segmented  as  follows: 


Marketing  and  sales 23 

Retail  banking 118 

Commercial  lending 24 

Applied  technology 102 

Multimedia 32 

Funds  transfer 42 

Messaging/middleware 11 

Engineering/programming 48 

General  and  administrative 50 


450 


Key  Products  and  Services 

Logica  North  America  has  custom  applications 
development,  consulting  and  systems 
integration  expertise  in  the  areas  of  banking, 
financial  services,  utilities, 
information/communications  and  interactive 
multimedia. 

Examples  of  projects  for  the  financial  services 
community  include  the  following: 


linking  all  of  Lynch's  branch  locations  to  a 
central  system  that  connected  the  brokerage 
house  to  all  major  exchanges.  The  system 
gives  the  firm  24-hour  service,  seven  days  a 
week. 


• For  Midland  Bank,  Logica  provided  a single 
payment  gateway  to  help  the  bank  meet  its 
business-critical  payment  processing  needs. 

• For  a major  mutual  funds  company,  Logica 
helped  streamline  customer  service 
operations  by  providing  connections  from 
existing  systems  to  new  applications  using  a 
client/server  architecture  and  a single-point 
access  to  all  customer  and  corporate  plan 
information. 


• Using  BESS  as  its  core,  Logica  built  the 
world’s  largest  international  banking  network 
for  Bank  of  Tokyo,  designed  for  multibank, 
multioffice  and  multicurrency  processing. 

The  network  decentralized  Bank  of  Tokyo's 
operations  and  enables  branches  and 
correspondents  to  send  messages  directly 
without  first  routing  them  through 
headquarters. 


• For  Japan  Travel,  Logica  used  client/server 
technology  to  provide  a single  front-end 
gateway  that  enabled  the  agency  to 
interconnect  all  of  its  critical  business 
systems  and  connect  outside  services. 
Terminals  in  the  company's  300  branch 
offices  were  replaced  with  workstations 
connected  to  home  office  mainframes  via  a 
wide-area  network. 


Examples  of  projects  for  the 
telecommunications/communications  and  other 
industries  include  the  following: 


• Logica  North  America  upgraded  the  order 
processing  system  for  Merrill  Lynch  by 


Logica  North  America  worked  jointly  with 
Motorola  and  Tandem  Computers  to 
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develop  the  EMBARC  (Electronic  Mail 
Broadcast  to  a Roaming  Computer)  Switch, 
the  backbone  of  an  advanced  wireless 
messaging  system.  The  switch  allows 
EMBARC  to  interconnect  with  public  and 
private  E-mail  systems,  store  messages  and 
sort  and  deliver  wireless  E-mail  and  business 
information. 


• For  Broadcast  Television  Network,  Logica 
provided  a number  of  systems  to  control 
television  game  shows,  present  questions  and 
answers  to  the  host,  cue  the  still  pictures  and 
video  tape  recorders  for  visual  questions  and 
drive  the  graphics  displays. 


• In  February  1994,  Logica  North  America 
was  selected  as  a Vendor  on  Premise  (VOP) 
by  the  IBM  personal  systems  programming 
center  in  Boca  Raton  (FL).  Logica  is 
providing  IBM  with  technical  expertise 
related  to  the  support  and  development  of 
OS/2. 

Products 

Logica  North  America's  software  products  are 
generally  provided  to  clients  as  part  of  a 
professional  services/systems  integration 
project  and  generally  support  financial  and/or 
network-related  applications. 


• For  a major  broadcasting  company's  image 
library,  Logica  provided  a video  image 
management  system  called  Gallery  2000  to 
store,  retrieve  and  manage  its  stock  of 
images.  The  system  uses  optical  disc  storage 
technology  and  a database  system  for 
tracking  the  images'  content  and  location. 


• For  a major  telecommunications  carrier, 
Logica  is  developing  the  core  software 
infrastructure  for  an  interactive  TV  system. 

In  conjunction  with  advanced  video  and 
computing  hardware,  the  software  will  be  the 
platform  on  which  a spectrum  of  interactive 
and  multimedia  services  will  be  provided  by 
the  carrier. 


• For  British  Broadcasting  Corporation, 
Logica  developed  a database  system  and 
retrieval  software  to  support  the  BBC’s 
Domesday  System — a study  of  Britain  using 
interactive  video  and  sound.  Logica's 
software  enables  the  user  to  access  the 
information  instantly  and  change  freely  from 
image  to  text  to  data  display. 

C 


• Bank  Electronic  Support  System  (BESS)  is  a 
Tandem-based  communications  and  fund 
transfer  and  payments  system  for  regional 
and  international  banks.  Thirty  of  the  top 
100  North  American  banks  and  45  banks 
worldwide  use  BESS. 

• FASTWIRE  is  a DEC-based  product 
designed  to  automate  message  switching, 
funds  transfer  or  wireroom  operations  of 
financial  institutions. 

• Logica  Transaction  Director  (LTD)  is 
messaging  middleware  that  links  hardware 
(hosts,  terminals,  intelligent  network  sites, 
LANs  and  printers)  and  software  from 
diverse  vendors  into  a single  network.  LTD, 
which  is  implemented  on  Tandem  NonStop 
computers,  can  function  as  a gateway 
system,  a connectivity  platform,  a message 
switch  or  a backbone  network. 

• HotScan,  introduced  in  1993,  enables  banks 
to  automatically  check  payments  and 
messages  against  a file  of  blocked  or  frozen 
accounts  while  maintaining  continual 
transaction  processing.  HotScan  is  fully 
integrated  with  BESS. 
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• ComplyWire,  from  Atchley  Systems,  is  an 
anti-money  laundering  funds  transfer 
recordkeeping  solution  for  banks  worldwide. 

Logica’s  retail  banking  consultants  have 
successfully  completed  more  than  300  retail 
core  systems  projects  for  banks  using  the 
Hogan  Integrated  Banking  Application  (IBA) 
and  Systematics  software. 

• The  company’s  focus  is  to  implement 
custom-fit  banking  systems  that  meet  the 
business  and  operational  needs  of  banks. 
Logica  acts  as  a partner  to  its  clients  in  the 
implementation  and  upgrade  of  systems. 

• Logica  is  a leading  independent  implementor 
for  Hogan  software  worldwide.  Based  on  an 
implementation  methodology  specifically 
developed  for  Hogan/IB  A,  Logica’s  Hogan 
projects  have  been  staffed  from  the 
company’s  designated  Hogan  competency 
center  in  Los  Angeles. 

• Hogan-related  products/services  provided  by 
Logica  include: 

- Logica  Conversion  System  is  a program 
used  to  convert  existing  databases  to 
Hogan/IBM  Integrated  Banking 
Applications  for  deposits,  loans,  RPM  and 
customer  information  system  databases. 

- Logica  Integrity  System  software  maintains 
data  integrity  within  a Customer 
Information  System  and  between  product 
databases. 

- Source  Control  Workbench  is  a project 
control  tool  for  source  software  changes  in 
the  development  environment. 

- IrisTool  is  a set  of  integrity  tools  for 
converting  to  and  running  Hogan’s 


integrated  loan  product  to  ensure  the 
accuracy  of  the  loans  database. 

- Logica  offers  various  Hogan  training 
services,  including  hands-on  training, 
intensive  training,  user  training  and 
Mastering  Hogan  Series  (MHS) — a 
complete  series  of  self-directed  technical 
training  courses  for  the  new  and 
experienced  programmer/analyst  desiring 
to  become  productive  in  the  Hogan/IBM 
development  environment. 

• Logica  also  assists  clients  in  the  planning, 
design  and  implementation  of  Systematics 
software  projects.  Logica  has  experience  in 
staffing  and  coordinating  new  Systematics 
implementations,  software  upgrades, 
consolidations  and  relocation  projects; 
writing  procedures,  test  scripts  and  team 
tests  to  support  user  requirements;  and 
providing  all  phases  of  user  training, 
including  of  needs  assessment,  design, 
development,  delivery  and  evaluation. 

Logica  North  America’s  Banking  Decision 
Systems  division  markets  the  following 
asset/liability  management  products  for  IBM 
and  compatible  mainframes,  IBM  RS/6000, 
IBM  PS/2  or  compatibles,  DEC  VAX  and 
UNIX  platforms: 

• BankMaster  Plus  is  a decision  support 
product  for  forecasting  and  reporting 
financial  information,  asset  and  liability 
management  and  profit  planning.  More  than 
100  financial  institutions  in  the  U.S.,  Canada 
and  Europe  use  BankMaster  Plus. 

• PathMaster  is  a specialized  application 
derived  from  BankMaster  Plus  that  extracts, 
collects  and  loads  data  from  multiple 
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databases  into  decision  support  systems  for 
direct  access  and  analysis. 


As  a result  of  the  acquisition  of  Precision 
Software,  Logica  North  America  offers  the 
following  commercial  lending  software 
products: 

• Loan  Server  2000R — A client/server-based 
mainframe  alternative  for  large  commercial 
banks  that  provides  multicurrency 
commercial  loan  processing  for  domestic  and 
international  loan  needs,  including 
syndications  and  asset  sales.  Loan  Server 
2000  uses  open  client/server  technology,  a 
relational  database  and  Microsoft  Windows 
as  a user  interface. 


• Loan  Administrator  R — A niche  portfolio 
system  for  larger  banks  and  a commercial 
loan  solution  for  smaller  and  community 


• Loan  Syndicator  R — A departmental  lending 
system  for  larger  banks,  and  a commercial 
loan  solution  in  midsized  or  international 
banks. 

As  a result  of  the  acquisition  of  the  Software 
Division  of  Synercom  Technology,  Logica 
North  America  offers  the  following  products: 

• WMIS — A full-function,  integrated 
client/server  software  environment  that 
facilitates  the  management  of  utilities 
construction,  maintenance  and  operations 
work  requests  from  initiation  through  to 
closing.  The  software  is  installed  at 
Entergy,  Hawaiian  Electric,  Illinois  Power, 
TU  Electric  and  other  major  electric  and 
gas  utilities  companies. 


• The  INFORMAP  family  of  spatial 
information  management  software 


Combines  spatial,  graphic  and  associated 
attribute  data  in  an  integrated  spatial 
database  for  automated  mapping  and 
geographic  information  system 
applications. 

Clients 

Financial  Services — Citibank,  Federal  Home 
Loan  Bank  of  Dallas,  Nations  Bank,  New 
York  Life,  Merrill  Lynch,  Chase  Manhattan, 
First  Alabama  Bank,  Key  Bank,  Lloyds  Bank, 
Midland  Bank,  Bank  of  England,  Standard 
Chartered  Bank,  Royal  Bank  of  Canada,  First 
Interstate  Bancorp.,  Bank  of  Hawaii,  Australia 
and  New  Zealand  Banking  Group,  The  Hong 
Kong  Stock  Exchange,  Chemical  Bank,  Bank 
of  Tokyo,  Bank  Julius  Baer,  Credit  Suisse 

Telecommunications  and  Systems 
Suppliers — Sprint,  Pacific  Bell,  Teleglobe 
Canada,  IBM,  U S WEST,  Boston 
Technology,  Motorola,  Cognitronics 

Marketing  and  Sales 

Logica  North  America  sells  its  products  and 
services  in  North  America  through  a direct 
sales  force  operating  out  of  offices  in  Waltham 
(MA),  Dallas  and  Houston  (TX),  Ft. 
Lauderdale  (FL),  Los  Angeles  and  San 
Francisco  (CA),  New  York  City,  Williamsburg 
(VA)  and  Toronto  (Ontario,  Canada). 

In  addition  to  its  direct  sales  activities,  Logica 
has  various  marketing  agreements  with  other 
vendors. 

Alliances/Partnerships 

In  August  1994,  Logica  North  America  signed 
an  agreement  with  Applied  Communications, 
Inc.  (ACI)  giving  ACI  marketing  and 
distribution  rights  to  Logica’ s HotScan 
product. 
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In  July  1994,  Logica  North  America  was 
named  as  Seque  Software’s  first  value-added 
remarketer.  Logica  has  rights  in  the  banking 
industry  to  offer  Seque’ s QA  Partner™  cross- 
platform testing  tool  with  Logica’s  BESS 
communications  and  funds  transfer  product 
and  Precision  Software’s  commercial  lending 
products. 

In  June  1994,  Logica  North  America  signed  a 
joint  marketing  agreement  with  Atchley 
Systems,  Inc.  of  Dallas  (TX)  whereby  Atchley 
will  create  an  interface  for  its 
COMPLYAVIRE  wire  transfer  recordkeeping 
system  and  integrate  it  with  Logica’s  BESS 
communications  and  funds  transfer  product. 
Atchley  will  market  COMPLYAVIRE  to  BESS 
users  worldwide. 

In  May  1994,  Logica  North  America 
announced  that  Hogan  Systems  has  named 
Logica  as  a preferred  vendor.  As  a result  of 
the  agreement,  Logica  North  America  is  the 
first  and  only  vendor  at  this  time  with  the  right 
to  license  Hogan  Systems  products  for  use  in 
building  support  tools,  ancillary  products  and 
training  for  the  Hogan  client  base. 

Interfaces  to  Logica’s  BankMaster  Plus 
product  are  provided  by  Global  Advanced 
Technology  Corp.,  Capital  Management 
Sciences  and  The  Trepp  Group. 

Assessment 

Logica  North  America’s  strengths  include: 

• Industry  expertise  coupled  with 
technological  expertise  and  project 
mangement  skills 

• Focus  on  complex  technology  problems  with 
vertical  industries 


Challenges  include: 

• Being  responsive  to  market  growth 

• Investing  in  resources  to  facilitate  growth 

Attaining  revenue  growth  of  20%  to  30%  over 
the  next  four  years. 


Parent  Company 

Logica  pic 
68  Newman  Street 
London,  W1A  4SE 
United  Kingdom 
Phone:  +44  71  637  9111 
Fax:  +44  71  817  7006 
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LOGICAL  MACHINE  CORPORATION 
1294  Hammerwood  Avenue 
Sunnyvale,  CA  94086 
(408)  744-1290 


John  Peers,  President 
Private  company:  65%  owned 

by  company  officers 
Number  of  employees:  35-40 

Revenues  fiscal  year  ending  9/76 
$1.8  million 


<?/??: 


KEY  PRODUCTS  AND  SERVICES: 

• Logical  Machine  Corporation  (LMC)  builds  ADAM*:  the  first  and 

to  date  the  only,  programmer less  small  business  system.  It  is 
a general  purpose  system  employing  easy  to  learn  English  verb 
commands.  ADAM  consists  of  a minicomputer,  a Centronics 
printer,  a Control  Data  Video  Display  Unit  and  a 10.6  megabyte 
fixed  and  removable  disc  cartridge  drive,  and  a self-organizing 
program  and  disk  management  capability. 

• ADAM's  "self-organizing"  capability  is  based  on  firmware  supplied 
by  the  manufacturer. 

• ADAM's  total  cost  is  $40,000.  There  are  no  additional  software 
charges.  As  a result,  ADAM's  total  cost  may  be  smaller  than 
that  of  comparable  machines  requiring  manufacturer  supplied 
software. 

• Current  plans  envision  extending  ADAM  upward  and  downward.  ^ 

The  larger  version  would  offer  a 40  MB  disk,  self —organizing 
data  communications  hardware,  and  multiple  screens. 

OVERALL  ASSESSMENT  AND  TRENDS: 

• Logical  Machine  Corporation  may  be  leading  the  movement  to 
liberate  the  data  processing  user  from  the  programmer.  Because 
hardware  costs  have  decreased  radically,  ADAM  is  able  to  put  many 
instructions  into  firmware  rather  than  software.  This,  combined 
with  the  simple  command  language,  allows  even  the  inexperienced 
data  processing  user  to  program  ADAM,  thereby  reducing  a major 
cost  of  computer  utilization-programmers. 

*named  by  John  Peers;  not  an  acronym 
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• Management  claims  that  with  present  internal  resources,  the 
company  can  grow  at  a compound  growth  rate  of  23%  per  month 
Since  1975,  Logical  has  grown  from  revenues  of  $350,000  to 
$1.8  million.  The  company  has  forecast  revenues  of  $26-30 
million  in  1978. 

• ADAM  is  currently  being  shipped  at  a rate  of  21  per  month. 
By  July  1977,  Logical  forecasts  it  will  be  shipping  ADAM  at 
the  rate  of  100  per  month. 


APPLICATIONS:  Current  users  have  programmed  ADAM  to  perform  payroll 

accounting,  inventory  control,  work  in  progress,  and  information 
retrieval  applications  primarily. 

I_NDUSTRY  MARKETS:  ADAM  has  been  sold  primarily  to  small  first-time 

users  in  the  manufacturing,  distribution,  motel,  and  service  industries. 

GEOGRAPHIC  MARKETS : 


International 
Pacific  States 
West 


50% 

18% 

9% 

4% 

4% 

8% 

7% 


South  Central 
Southeast 


North  Central 
Northeast 


100% 
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March  21,  1978 


Ms.  Caroline  M.  Wood 

Consultant 

INPUT 

2180  Sand  Hill  Road,  Suite  320 
Menlo  Park,  California  94025 

Dear  Ms.  Wood: 

I have  received  a copy  of  your  letter  to 
George  Glaser  requesting  an  updated  report  on 
LOMAC  utilizing  a different  format  and  current 
information.  George  has  explained  the  policy 
that  INPUT  has  taken  to  new  companies  such  as 
Logical  Machine  Corporation  and  we  are,  indeed, 
honored  that  you  wish  to  republish  our  section. 

John  Peers  has  asked  that  I proceed  as 


rapidly  as  possible  with  this  project.  Although 
I cannot  commit  myself  to  an  editorial  deadline 
at  this  time,  I will  make  every  effort  to  handle 
this  update  as  expeditiously  as  possible. 

Thank  you  for  your  interest  and  patience. 
Sincerely  yours: 


■Steven  D.  Sester 
Corporate  Relations 


SDS : ss 


cc : 


John  Peers 
George  Glaser 
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LOGICON,  INC. 

3701  Skypark  Drive 


President  & CEO: 
Status 

Total  Employees: 

Revenue 

FYE: 


John  R.  Woodhull 
Public  Corporation 


Torrance,  CA  90505-4794 


3,043 

$325,072,000 

3/31/93 


Phone:  (310)373-0220 

Fax:  (310)  373-0220 


Key  Points 


Logicon,  Inc.  provides  professional  services  primarily  to  the  federal 
government  for  military  applications  in  the  areas  of  command, 
control,  communications,  and  intelligence  (C3I)  systems. 

Although  the  budget  for  the  Department  of  Defense  has  been 
reduced,  Logicon  is  well-positioned  to  continue  to  provide  services 
because  of  its  expertise  in  communications  systems  interoperability, 
mission  planning,  and  intelligence  systems. 

In  1993,  Logicon  announced  the  development  of  a new  integrated 
computer-aided  software  engineering  (I-CASE)  system  to  meet  the 
need  for  tools  to  automate  and  standardize  the  software 
development  process. 

In  order  to  reduce  cost  and  increase  efficiency,  Logicon  has 
relocated  two  operating  unit  headquarters  in  order  to  bring  senior 
management  closer  to  the  customer,  and  four  administrative  support 
departments  were  consolidated  into  two. 
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Company 

Description 


Organization/ 

Structure 


Logicon,  Inc.,  incorporated  in  California  in  1961,  provides  professional 
services  primarily  to  the  federal  government  for  military  applications  in 
the  areas  of  command,  control,  communications,  and  intelligence  (C3I) 
systems;  weapon  systems;  and  training  and  simulation  systems.  The 
company  also  provides  noninformation  services  research  related  to 
science  and  technology. 


Logicon's  corporate  headquarters  are  in  Torrance  (CA).  Logicon  is 

currently  organized  into  the  following  units: 

• Logicon  Operating  Systems,  headquartered  in  Arlington  (VA), 
provides  professional  services  to  military  and  civil  government 
intelligence  agencies. 

• Logicon  Strategic  & Information  Systems,  headquartered  in  San 
Pedro  (CA),  provides  professional  services  to  the  U.S.  Department 
of  Defense. 

• Logicon  Tactical  & Training  Systems,  headquartered  in  San  Diego 
(CA),  develops  automated  tactical  data  and  training  systems  for  air 
traffic  control,  flight,  and  military  applications. 

• Logicon  Control  Dynamics,  headquartered  in  Huntsville  (AL)  and 
acquired  by  Logicon  in  1986,  provides  automatic  control  and 
dynamics  engineering  services  for  military  and  space  applications. 

• Logicon  Eagle  Technology,  headquartered  in  Arlington  (VA)  and 
acquired  in  1989,  provides  defense-related  professional  services  to 
the  U.S.  government  in  the  training  and  simulation  and  C3I  areas. 

• Logicon  Fourth  Generation  Technology  (Logicon/4GT), 
headquartered  in  San  Diego  (CA)  and  acquired  in  1990,  provides 
custom  software  development  professional  services  primarily  to  the 
Department  of  Defense. 

• Logicon  Technical  Services,  headquartered  in  San  Pedro  (CA), 
provides  technical  and  professional  services  to  a variety  of  U.S. 
government  customers. 

• Logicon  R & D Associates,  acquired  in  1983  and  headquartered  in 
Los  Angeles  (CA),  provides  scientific  analysis  and  engineering 
services  to  the  federal  government  and  commercial  clients. 
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Logicon  Ultrasystems,  Inc.  headquartered  in  Arlington,  (VA), 
provides  company  specializing  in  systems  engineering,  software 
development,  and  systems  development  and  integration  in  support  of 
C3I  applications. 


Company  Strategy  In  response  to  current  geopolitical  events  and  government  budget 

pressures,  Logicon  management  has  outlined  the  following  company 
strategies: 

• Establishing  a business  development  team  to  address  opportunities 
in  the  information  engineering  market 

• A focus  on  creating  products  derived  from  the  company's  technology 
base  that  can  be  marketed  to  both  government  and  commercial 
customers 


• A stringent  program  of  cost  reduction  and  control  involving  every 
organizational  element  of  the  company 

• Continuation  of  an  aggressive  acquisition  program 

As  a result  of  their  focus  on  the  information  engineering  and 
management  market,  Information  Systems  is  Logicon's  fastest  growing 
market,  with  revenues  more  than  doubling  over  the  past  two  years. 


Financials  Fiscal  1993  revenue  was  $325  million,  a 9%  increase  over  fiscal  1992 

revenue  of  $299  million.  Net  income  was  $15.5  million,  compared  to 
$13.5  million  for  fiscal  1993.  A five-year  financial  summary  follows: 


c 
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LOGICON,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/93 

3/92 

3/91 

3/90 

3/89 

Revenue 

■ Percent  increase 

$325.1 

$299.1 

$260 

$258.5 

$232.4 

from  previous  year 

9% 

15% 

.5% 

11% 

6% 

Income  before  taxes 

$25.1 

$18.5 

$14.1 

$14.4 

$15.7 

• Percent  increase 

(decrease)  from 
previous  year 

36% 

31% 

(2%) 

(8%) 

7% 

Net  income 

$15.5 

$13.5 

$8.6 

$8.6 

$9.6 

• Percent  increase 
(decrease)  from 
previous  year 

15 

57% 

0% 

(11%) 

6% 

Earnings  per  share 
• Percent  increase 

$2.04 

$1.74 

$1.07 

$0.95 

$1.06 

(decrease)  from 
previous  year 

17% 

63% 

13% 

(11%) 

10% 

Acquisitions/  Acquisitions  announced  by  Logicon  include  the  following: 

Divestitures 

• In  January  1990,  Logicon  acquired  Fourth  Generation  Technology, 
Inc.  (4GT)  of  La  Jolla  (CA)  for  approximately  $2.7  million  plus 
contingent  payments  of  nearly  $1.3  million  based  on  future 
performance. 

- 4GT  provides  custom  software  development  professional  services, 
primarily  to  the  Department  of  Defense. 

- 4GT  had  over  100  employees  at  the  time  of  the  acquisition  and 
calendar  1989  revenue  of  approximately  $8  million. 

- 4GT  now  operates  as  a wholly  owned  subsidiary  of  Logicon. 

• In  July  1989,  Logicon  acquired  Eagle  Technology,  Inc.  (E-Tech)  of 
Winter  Park  (FL)  for  approximately  $9.3  million.  The  acquisition 
was  accounted  for  as  a purchase. 

- E-Tech  provides  defense-related  professional  services  to  the  U.S. 
government  in  the  training  and  simulation  and  C3I  areas. 
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- E-Tech  had  revenue  of  about  $25.5  million  for  fiscal  1989  and 
approximately  300  employees  at  the  time  of  the  acquisition. 

- E-Tech  now  operates  as  a wholly  owned  subsidiary  of  Logicon. 

In  August  1990,  Logicon  also  acquired  Ultrasystems  Defense  Inc.,  a 

wholly  owned  subsidiary  of  Hadson  Corporation. 

- Ultrasystems,  headquartered  in  Irvine  (CA),  was  a professional 
services  company  specializing  in  systems  engineering,  software 
development,  and  systems  development  and  integration  in 
support  of  C3I  applications. 

- Ultrasystems  had  approximately  280  employees  and  annual 
revenues  of  $27  million.  Ultrasystems  is  now  operating  as  a wholly 
owned  subsidiary  of  Logicon. 


Employees  As  of  March  31,  1993,  Logicon  had  approximately  3,043  employees. 


Competition 


Major  competitors  include  Science  Applications  International 
Corporation,  TRW,  Boeing  Computer  Services,  Loral,  GTE,  General 
Dynamics,  and  BDM. 


Key  Products  and  Approximately  86%  ($210.9  million)  of  Logicon's  fiscal  1993  revenue 
Services  was  derived  from  professional  services  and  14%  from  noninformation 

services  and  interest. 

A three-year  summary  of  source  of  revenue  by  application  area  follows: 
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LOGICON,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Professional  services 
revenue 

-C3I  systems 

113.3 

35% 

$95.7 

32% 

NA 

NA 

-Weapon  systems 
-Training  and 

64.7 

20% 

$74.8 

25% 

simulation  systems 

$38.8 

12% 

$41.8 

14% 

-Information  Systems 

$58.3 

17% 

$38.8 

13% 

SUB  TOTAL: 

$273.1 

85% 

$251.1 

84% 

NA 

NA 

- Science  and  technologv 

$48.5 

15% 

$46.6 

16% 

- Interest 

1.4 

1.3 

SUBTOTAL: 

$49.9 

14% 

$47.9 

15% 

NA 

NA 

TOTAL 

$325 

100% 

$299 

100% 

$259 

100% 

For  fiscal  1993,  approximately  76%  of  Logicon's  services  and  systems 
revenue  was  derived  from  cost  plus-type  contracts,  9.6%  from  fixed- 
type  contracts,  and  14.4%  from  time  and  materials  contracts.  Over  the 
last  three  fiscal  years,  Logicon's  contract  revenue  mix  has  remained 
relatively  unchanged. 

Major  awards  received  and  projects  performed  include  the  following: 
C3/  Systems: 

Revenues  from  the  C3I  market  grew  by  18%  in  1993  and  accounted  for 
35%  of  the  companies  revnues.  Logicon's  work  supporting  the  U.S. 
Army's  Tactical  Command  and  Control  Systems  Experimentation  Site 
(AES)  was  continued  during  fiscal  1993. 

• Logicon  is  coordinating  interoperability  services  through  contracts 
with  the  Joint  Interoperability  Engineering  Organization  (JIEO)  in 
Virginia  and  New  Jersey  and  with  JIEO's  Center  for  Test  and 
Evaluation  in  Arizona. 

• Logicon  has  been  providing  long-standing  support  to  the  Naval 
Center  for  Tactical  Systems  Interoperability  and  the  U.S.  Marine 
Corps  Interoperability  Program. 
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Logicon  is  supporting  the  Joint  Tactical  Fusion  Program,  which  will 
provide  new  intelligence  systems  to  be  used  by  the  Navy,  Air  Force,  and 
Marines. 

Logicon  continues  to  work  on  a major  subcontract  with  Martin 
Marietta  as  the  independent  verification  and  validation  contractor  for 
the  Federal  Aviation  Administration's  program  to  modernize  and 
restructure  the  National  Airspace  System. 

Weapon  Systems: 

Approximatley  20%  of  Logicon's  revenues  were  derived  from  the 
Weapons  Systems  market.  Revenues  have  declined  from  this  market  in 
1993  although  backlog  increased  to  $147  million,  including  $79  million 
in  firm  contracts  and  $68  million  in  contract  options.  Logicon  has 
focused  on  becoming  a market  leader  in  mission-planning  systems. 

Logicon  has  been  working  on  the  B-2  mission-planning  system 
development  since  1988.  The  system  will  support  the  B-2  mission- 
planning requirements  for  the  Joint  Strategic  Target  Planning  Staff 
(JSTPS)  at  the  headquarters  of  the  Strategic  Air  Command  (SAC)  and 
at  the  main  operating  bases. 

■ Logicon  is  also  developing  enhancements  to  the  Automated  Target 
Tie-Up  systems  used  by  SAC  and  JSTPS  that  will  incorporate 
additional  weapon  systems  such  as  the  Advanced  Cruise  Missile. 

Under  a $7.4  million  contract  option  from  the  U.S.  Air  Force,  Logicon 
will  continue  to  enhance  and  maintain  software  supporting  the 
development  of  the  Single  Integrated  Operation  Plan,  as  well  as 
conventional  operational  plans  for  strategic  weapons. 

Closely  associated  with  this  activity  is  the  work  Logicon  has  undertaken 
on  the  Combined  Mating  and  Ranging  Planning  System  (CMARPS),  a 
software  system  used  by  military  plannners  to  develop  flight  routes. 

Training  & Simulation: 

Revenues  from  the  Training  & Simulation  market  were  down 
compared  to  fiscal  1992  and  accounted  for  12%  of  total  contract 
revenues. 

Logicon’s  primary  contract  in  the  Training  & Simulation  market  is 
technical  support  to  the  U.S.  Army's  computer-based  Battle  Command 
and  Training  Program  (BCTP)  at  Fort  Leavenworth  (KS).  Logicon  is 
also  supporting  Army  battle  command  simulations  at  training  centers  in 
Fort  Bragg  (NC)  and  Fort  Lewis  (WA). 
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• 

Information  Systems 

Logicon  first  identified  Information  Systems  as  a separate  market  in 
1991.  Current  projects  include  a broad  range  of  information  system 
applications,  from  networked  systems  with  multiple  users  to  the 
development  of  systems  tools.  These  software  systems  have  been 
developed  for  federal  government  and  commercial  clients. 

The  lead  product  for  Logicon  in  this  area  is  the  Logicon  Message 
Dissemination  System  (LMDS).  This  software  package  is  designed  to 
scan,  analyze,  and  distribute  large  volumes  of  incoming  messages  or 
documents  very  rapidly.  The  software  is  used  by  Dow  Jones  as  part  of 
its  //CLIP  service. 

Logicon  also  developed  a large  information  system  designed  to  support 
the  U.S.  Air  Force's  Foreign  Military  Sales  program. 

The  information  systems  market  for  the  federal  government  is  very 
large,  and  Logicon  is  now  under  contract  to  develop  three  new 
information  systems  for  the  U.S.  Postal  Service  and  to  re-engineer  and 
modernize  existing  information  systems  for  the  U.S.  Department  of 
Agriculture. 

Through  Logicon/4GT,  Logicon  offers  SyntheSystem,  an  automatic 
program  generator  developed  for  IBM  mainframes  running  under  the 
VM/CMS  operating  system. 

• The  system  is  used  to  design,  develop,  implement,  operate,  and 
maintain  FOCUS-based  application  systems. 

• SyntheSystem  is  used  internally  in  support  of  custom  system 
development  services  provided  to  clients.  It  is  also  available  for 
license  to  FOCUS  users  with  systems  running  under  VM/CMS, 
which  primarily  includes  insurance,  bank,  and  telephone  companies. 
SyntheSystem  has  been  licensed  to  six  clients.  The  system  is  priced 
at  $200,000. 

Industry  Markets 

For  each  of  the  past  three  years,  approximately  95%  of  Logicon's 
revenue  was  derived  from  the  U.S  government,  primarily  the 
Department  of  Defense. 

Geographic 

Markets 

Virtually  all  of  Logicon's  revenue  is  derived  from  the  U.S. 

Page  8 of  8 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


July  1993 


COMPANY  PROFILE 


LOGICON,  INC. 

3701  Sky  park  Drive 
Torrance,  CA  90505-4794 
(213)  373-0220 


John  R.  Woodhull,  President  and  CEO 
Public  Corporation,  NYSE 
Total  Employees:  3,043 
Total  Revenue,  Fiscal  Year  End 
3/31/90:  $258,462,000 


The  Company  Logicon,  Inc.,  incorporated  in  California  in  1961,  provides 

professional  services  primarily  to  the  federal  government  for 
military  applications  in  the  areas  of  command,  control, 
communications,  and  intelligence  (C3I)  systems;  weapon  systems; 
and  training  and  simulation  systems.  The  company  also  provides 
non-information  services  research  related  to  science  and 
technology. 

In  response  to  current  geopolitical  events  and  government  budget 
pressures,  Logicon  management  has  outlined  the  following 
company  strategies: 

• Establishing  a business  development  team  to  address 
opportunities  in  the  information  engineering  market 

• A focus  on  creating  products  derived  from  the  company's 
technology  base  that  can  be  marketed  to  both  government  and 
commercial  customers 

• A stringent  program  of  cost  reduction  and  control  involving 
every  organizational  element  of  the  company 

• Continuation  of  an  aggressive  acquisition  program 

Fiscal  1990  revenue  reached  $258.5  million,  an  11%  increase  over 
fiscal  1989  revenue  of  $232.4  million.  Net  income  was  $8.6 
million,  compared  to  $9.6  million  for  fiscal  1989.  A five-year 
financial  summary  follows: 
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FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/90 

3/89 

3/88 

3/87 

3/86 

Revenue 

• Percent  increase 

$258.5 

$232.4 

$218.9 

$204.8 

$200.5 

from  previous  year 

11% 

6% 

7% 

2% 

19% 

Income  before  taxes 
• Percent  increase 

$14.4 

(a) 

$15.7 

(a) 

$14.7 

(a) 

$12.2 

$19.5 

(decrease)  from 

previous  year 

(8%) 

7%  • 

20% 

(38%) 

19% 

Net  income 
• Percent  increase 

$8.6 

$9.6 

$9.1 

$6.1 

$10.0 

(decrease)  from 
previous  year 

(11%) 

6% 

49% 

(39%) 

21% 

Earnings  per  share 
• Percent  increase 

$1.90 

$2.13 

$1.93 

$1.27 

$2.10 

(decrease)  from 
previous  year 

(11%) 

10% 

52% 

(40%) 

17% 

(a)  Includes  provisions  for  contract  losses  of  $4  million,  $2. 8 million,  and  $2. 5 million  for  fiscal 
1990,  1989,  and  1988,  respectively. 


Revenue  for  the  six  months  ending  September  30,  1990  was  $127.0 
million,  compared  to  $127.6  million  for  the  same  period  in  1989. 
Net  income  was  $3.8  million,  compared  to  $5.5  million  for  the 
same  period  a year  ago. 

• Results  for  the  quarter  ending  September  30,  1990  include  a 
pretax  provision  for  contract  loss  of  $1.4  million  related  to  a 
U.S.  Navy  fixed-price  development  contract  for  air  traffic 
controller  training  systems,  which  are  currently  in  the 
integration  and  test  phase.  The  company  is  continuing  to 
experience  cost  increases  on  this  contract  due  to  customer- 
caused  delays. 

Acquisitions  announced  by  Logicon  include  the  following: 

• In  January  1990,  Logicon  acquired  Fourth  Generation 
Technology,  Inc.  (4GT)  of  La  Jolla  (CA)  for  approximately  $2.7 
million  plus  contingent  payments  of  nearly  $1.3  million  based 
on  future  performance. 
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- 4GT  provides  custom  software  development  professional 
services,  primarily  to  the  Department  of  Defense. 

- 4GT  had  over  100  employees  at  the  time  of  the  acquisition 
and  calendar  1989  revenue  of  approximately  $8  million. 

- 4GT  now  operates  as  a wholly  owned  subsidiary  of  Logicon. 

• In  July  1989,  Logicon  acquired  Eagle  Technology,  Inc.  (E-Tech) 
of  Winter  Park  (FL)  for  approximately  $9.3  million.  The 
acquisition  was  accounted  for  as  a purchase. 

- E-Tech  provides  defense-related  professional  services  to  the 
U.S.  government  in  the  training  and  simulation  and  C3  areas. 

- E-Tech  had  revenue  of  about  $25.5  million  for  fiscal  1989 
and  approximately  300  employees  at  the  time  of  the 
acquisition. 

- E-Tech  now  operates  as  a wholly  owned  subsidiary  of 
Logicon. 

• In  August  1990,  Logicon  also  announced  plans  to  acquire 
Ultrasystems  Defense  Inc.,  a wholly  owned  subsidiary  of 
Hadson  Corporation.  This  acquisition  has  not  yet  been 
finalized. 

- Ultrasystems,  headquartered  in  Irvine  (CA),  is  a professional 
services  company  specializing  in  systems  engineering, 
software  development,  and  systems  development  and 
integration  in  support  of  C3I  applications. 

- Ultrasystems  has  approximately  280  employees  and  annual 
revenues  of  $27  million. 

- Once  the  acquisition  is  finalized,  Ultrasystems  will  operate 
as  a wholly  owned  subsidiary  of  Logicon. 

Logicon  is  currently  organized  into  the  following  units: 

• Logicon  Operating  Systems,  headquartered  in  Arlington  (VA), 
provides  professional  services  to  military  and  civil  government 
intelligence  agencies. 

• Logicon  Strategic  & Information  Systems,  headquartered  in  San 
Pedro  (CA),  provides  professional  services  to  the  U.S. 
Department  of  Defense. 
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Key  Products  and 
Services 


• Logicon  Tactical  & Training  Systems,  headquartered  in  San 
Diego  (CA),  develops  automated  tactical  data  and  training 
systems  for  air  traffic  control,  flight,  and  military  applications. 

• Logicon  Control  Dynamics,  headquartered  in  Huntsville  (AL) 
and  acquired  by  Logicon  in  1986,  provides  automatic  control 
and  dynamics  engineering  services  for  military  and  space 
applications. 

• Logicon  Eagle  Technology,  headquartered  in  Winter  Park  (FL) 
and  acquired  in  1989,  provides  defense-related  professional 
services  to  the  U.S.  government  in  the  training  and  simulation 
and  C3  areas. 

• Logicon  Fourth  Generation  Technology  (Logicon/4GT), 
headquartered  in  La  Jolla  (CA)  and  acquired  in  1990,  provides 
custom  software  development  professional  services  primarily  to 
the  Department  of  Defense. 

• Logicon  Technical  Services,  headquartered  in  San  Pedro  (CA), 
provides  technical  and  professional  services  to  a variety  of  U.S. 
government  customers. 

• Logicon  RDA  acquired  in  1983  and  headquartered  in  Los 
Angeles  (CA),  provides  scientific  analysis  and  engineering 
services  to  the  federal  government  and  commercial  clients. 

As  of  March  31,  1990,  Logicon  had  3,043  employees  (generating 

approximately  $84,935  in  revenue  per  employee  during  fiscal 

1990).  The  company  currently  has  in  excess  of  3,000  employees. 

Major  competitors  include  Science  Applications  International 

Corporation,  TRW,  Boeing  Computer  Services,  Loral,  GTE, 

General  Dynamics,  and  BDM. 


Approximately  86%  ($210.9  million)  of  Logicon's  fiscal  1990 
revenue  was  derived  from  professional  services  and  14%  from 
non-information  services  and  interest. 

A three-year  summary  of  source  of  revenue  by  application  area 
follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Professional  services 
revenue 

- C3I  systems 

$105.4 

41% 

$91.0 

39% 

$94.7 

43% 

- Weapon  systems 

- Training  and 

69.9 

27% 

68.5 

30% 

63.3 

29% 

simulation  systems 

45.6 

18% 

33.2 

14% 

24.0 

11% 

$220.9 

86% 

$192.7 

83% 

$182.0 

83% 

Other  revenue 

- Science  and  technology 

$36.1 

14% 

$38.7 

17% 

$35.6 

16% 

- Interest 

1.5 

— 

1.0 

— 

1.3 

1% 

$37.6 

14% 

$39.7 

17% 

$36.9 

17% 

TOTAL 

$258.5 

100% 

$232.4 

100% 

$218.9 

100% 

For  fiscal  1990,  approximately  77%  of  Logicon's  services  and 
systems  revenue  was  derived  from  cost  plus-type  contracts,  20% 
from  fixed-type  contracts,  and  3%  from  time  and  materials 
contracts.  Over  the  last  three  fiscal  years,  Logicon's  contract 
revenue  mix  has  remained  relatively  unchanged. 

Major  awards  received  and  projects  performed  include  the 
following: 

C3/  Systems: 

Logicon's  work  supporting  the  U.S.  Army's  Tactical  Command  and 
Control  Systems  Experimentation  Site  (AES)  was  continued 
during  fiscal  1990  when  the  Army  exercised  the  first  of  four  one- 
year  options. 

• The  exercised  option  was  for  $17.8  million,  bringing  total 
contract  value  to  over  $35  million. 

• Logicon's  work  in  the  AES  program  includes  systems  design, 
software  integration,  communications  network  modeling, 
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computer  hardware  improvement,  and  integrated  command 
post  systems  support. 

The  U.S.  Navy  exercised  the  final  option  on  a three-year  contract 
with  Logicon  for  systems  engineering  and  technical  services  to  the 
Navy  Tactical  Interoperability  Support  Activity  (NTISA). 

• Awards  during  fiscal  1990  were  $10.4  million,  bringing  the  total 
contract  value  to  $23.6  million.  The  Navy  intends  to  continue 
Logicon's  support  for  an  additional  five  years,  and  the  company 
anticipates  the  value  of  this  work  will  exceed  $50  million. 

• Similar  work  supporting  the  U.S.  Marines  is  being  performed  by 
Logicon's  E-Tech  subsidiary. 

Logicon  is  in  the  second  year  of  a four-year  effort  supporting  the 
Joint  Tactical  Fusion  Program,  which  will  provide  new  intelligence 
systems  to  be  used  by  the  Navy,  Air  Force,  and  Marines. 

Logicon's  work  developing  and  maintaining  large  capacity  text  and 
message  handling  systems  for  government  intelligence  agencies 
was  continued  during  the  year  with  awards  totaling  $11  million. 

• Logicon  also  introduced  the  Logicon  Message  Dissemination 
System,  a software  product  available  for  a range  of  computers. 
The  product  is  marketed  to  both  government  and  commercial 
customers. 

Logicon  continues  to  work  on  a major  subcontract  with  Martin 
Marietta  as  the  independent  verification  and  validation  contractor 
for  the  Federal  Aviation  Administration's  program  to  modernize 
and  restructure  the  National  Airspace  System. 

Weapon  Systems: 

Logicon  has  been  working  on  the  B-2  mission  planning  system 
development  since  1988.  The  system  will  support  the  B-2  mission 
planning  requirements  for  the  Joint  Strategic  Target  Planning 
Staff  (JSTPS)  at  the  headquarters  of  the  Strategic  Air  Command 
(SAC)  and  at  the  main  operating  bases. 

• Logicon  is  also  developing  enhancements  to  the  Automated 
Target  Tie-Up  systems  used  by  SAC  and  JSTPS  that  will 
incorporate  additional  weapon  systems  such  as  the  Advanced 
Cruise  Missile. 

Under  a $7.4  million  contract  option  from  the  U.S.  Air  Force, 
Logicon  will  continue  to  enhance  and  maintain  software 
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supporting  the  development  of  the  Single  Integrated  Operation 
Plan  as  well  as  conventional  operational  plans  for  strategic 
weapons. 

During  fiscal  1990,  Logicon  was  awarded  $9.4  million  in  contracts 
to  revise,  update,  and  validate  Peacekeeper  missile  software. 

Under  a $4.7  million  subcontract,  Logicon  is  writing  and  testing 
software  for  rapid  execution  and  combat  targeting  for  a new 
generation  of  ICBM  launch  control  computers  being  developed 
and  installed  by  Ford  Aerospace. 

Training  & Simulation: 

During  the  second  quarter  of  fiscal  1991,  Logicon  was  awarded  a 
four-year  contract  with  a potential  value  of  $48.3  million  to 
provide  technical  support  to  the  U.S.  Army's  computer-based 
Battle  Command  and  Training  Program  at  Fort  Leavenworth 
(KS).  Logicon  is  also  supporting  Army  battle  command 
simulations  at  training  centers  in  Fort  Bragg  (NC)  and  Fort  Lewis 
(WA). 

Under  a three-year  contract  from  the  U.S.  Army  with  a potential 
value  of  $18.7  million,  Logicon  is  supporting  combat  training 
simulations  by  the  Army's  European  Command. 

The  company  is  providing  a Tower  Operator  Training  System 
(TOTS)  for  the  U.S.  Navy's  Air  Traffic  Control  school.  During 
fiscal  1990,  Logicon  was  awarded  $4.8  million  in  additions  to  the 
contract  to  incorporate  modifications  to  a similar  training  system 
for  air  traffic  controllers  assigned  to  tower  duty  at  U.S.  civilian 
airports. 

Other: 

Logicon/4GT  was  recently  awarded  a $3.1  million  contract  to 
provide  software  support  for  the  U.S.  Air  Force's  Foreign  Military 
Sales  accounting  system. 

Through  Logicon/4GT,  Logicon  offers  SyntheSystem,  an 
automatic  program  generator  developed  for  IBM  mainframes 
running  under  the  VM/CMS  operating  system. 

• The  system  is  used  to  design,  develop,  implement,  operate,  and 
maintain  FOCUS-based  application  systems. 

• SyntheSystem  is  used  internally  in  support  of  custom  system 
development  services  provided  to  clients.  It  is  also  available  for 
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Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


license  to  FOCUS  users  with  systems  running  under  VM/CMS, 
which  primarily  includes  insurance,  bank,  and  telephone 
companies. 

• SyntheSystem  has  been  licensed  to  six  clients.  The  system  is 
priced  at  $200,000. 


For  each  of  the  past  three  years,  approximately  99%  of  Logicon's 
revenue  was  derived  from  the  U.S  government,  primarily  the 
Department  of  Defense. 


Virtually  all  of  Logicon's  revenue  is  derived  from  the  U.S. 


U.S.  offices  are  located  in  Torrance,  La  Jolla,  Los  Angeles,  San 
Diego,  and  San  Pedro  (CA);  Huntsville  (AL),  Arlington  (VA),  and 
Winter  Park  (FL). 


Logicon  has  DEC,  Data  General,  and  IBM  computers  installed  at 
various  offices  in  support  of  its  professional  services  activities. 
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(213)  373-0220 


John  R.  Woodhull,  President  and  CEO 
Public  Corporation,  NYSE 
Total  Employees:  2,382 
Total  Revenue,  Fiscal  Year  End 
3/31/87:  $204,773,000 
Computer  Services  Revenue: 
$164,000,000 


LOGICON,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


1 SC  A L YEAR 

ITEM 

3/87 

3/86 

3/85 

3/84 

3/83 

Revenue 

. Percent  increase 

$ 204,773 

$ 200,474 

$ 

168,256 

$ 

128,033 

$ 103,306 

from  previous  year 

2% 

19% 

31% 

24% 

20% 

Income  before  taxes 
. Percent  increase 
(decrease)  from 

$ 

12,185 

$ 

19,519 

$ 

16,350 

$ 

1 1,719 

$ 

8,713 

previous  year 

(38%) 

19% 

40% 

35% 

25% 

Net  income 
. Percent  increase 
(decrease)  from 

$ 

6,071 

$ 

10,019 

$ 

8,247 

$ 

5,876 

$ 

4,402 

previous  year 

(39%) 

21% 

40% 

33% 

41% 

Earnings  per  share 
. Percent  increase 
(decrease)  from 

$ 

1.27 

$ 

2.10 

$ 

1.79 

$ 

1.28 

$ 

1.00 

previous  year 

(40%) 

17% 

40% 

28% 

39% 

Logicon  experienced  changes  in  contract  requirements  and  resulting  delays 
that  have  significantly  increased  the  estimated  cost  to  complete  a fixed-price 
incentive-fee  contract  to  provide  the  U.S.  Air  Force  with  a Trainer  External 
^ys.tem  (TESS)  for  training  Airborne  Warning  and  Control  System 
vAWALS)  mission  crews.  Requests  for  equitable  adjustment,  under  the  con- 
tract changes  clause,  were  submitted  to  increase  the  contract  by  $15  million 
to  compensate  for  the  cost  of  meeting  the  increased  Air  Force  requirements. 
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Recently,  the  Contracting  Officer  issued  a unilateral  change  that 
recognized  $3.4  million  of  Logicon's  $15  million  in  requests  for  equit- 
able adjustment.  Logicon  management  believes  the  Contracting 
Officer's  decision  is  unjustified  and  fails  to  recognize  government 
actions  that  caused  changes  and  resulting  delays  to  the  contract.  The 
company  has  appealed  the  decision  to  the  U.S.  Claims  Court. 

In  consideration  of  the  significant  difference  between  the  company's 
position  and  the  Contracting  Officer's  decision  and  the  uncertainty 
mvolved  in  the  litigation  process,  Logicon  has  revised  its  prior  estimate 
ot  the  final  contract  amount  and  recorded  an  additional  provision  for 
contract  loss  of  $5  million  against  fiscal  1987  earnings. 


• Revenue  for  the  three  months  ending  June  30,  1987,  was  $47.9  million 
compared  to  $50.2  million  for  the  same  period  in  1986.  Net  income  was  $2.3 
million  compared  to  $2.4  million  for  the  same  period  a year  ago. 

SOURCE  OF  REVENUE 


Approximately  80%  of  Logicon's  fiscal  1987  revenue  was  derived  from 
computer-services-related  professional  services  provided  primarily  to  the  U.S. 
government  in  the  areas  of  strategic  weapon  systems,  C3  I systems,  and 
training  and  simulation  systems.  The  remaining  20%  of  revenue  was  derived 
from  noncomputer  services  consulting  and  interest.  A three-year  summary  of 
source  of  revenue  follows  ($  millions): 


3/87 

3/86 

3/85 

Professional  services 

revenue 

- Weapon  systems 

$ 

62.1 

$ 

65.0 

$ 

64.0 

- CJ  | systems 

- Training  and  Simula- 

79.6 

78.0 

48.0 

tion  systems 

22.3 

22.0 

22.0 

$ 

164.0 

$ 

165.0 

$ 

134.0 

Other  revenue 

- Noncomputer  services 

- Interest 

$ 

39.5 

1.2 

$ 

33.4 

2.1 

$ 

32.0 

2.3 

Total 

$ 

204.7 

$ 

200.5 

$ 

168.3 

Over  the  last  three-year  period  approximately  69%  of  Logicon's  revenues 
derived  from  cost-reimbursement  contracts  and  31%  were  derived  from 
price  contracts. 
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Contracts  with  the  U.S.  government  represent  the  company's  primary  revenue 
source.  U.S.  government  contracts  contributed  98%,  98%,  and  97%  to  total 
revenue  for  fiscal  1987,  1986,  and  1985,  respectively.  Commercial  contracts 
typically  are  an  extension  of  the  company's  simulation  work  for  the  military 
services.  A three-year  summary  of  source  of  revenue  follows  ($  millions): 


Federal  government 

Commercial 

Interest 


3/87 

3/86 

3/85 

$ 

200.8 

$ 

193.7 

$ 

163.0 

2.7 

4.8 

2.9 

1.2 

2.0 

2.3 

$ 

204.7 

$ 

200.5 

$ 

168.2 
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COMPANY  PROFILE 


LOGICON,  INC. 

3701  Skypark  Drive 
Torrance,  CA  90505 
(213) 373-0220 


John  R.  Woodhull,  President  and  CEO 
Public  Corporation,  NYSE 
Total  Employees:  2,456 
Total  Revenue,  Fiscal  Year  End 
3/31/86:  $200,474,000 
Computer  Services  Revenue: 
$165,000,000 


THE  COMPANY 

• Logicon,  Inc.,  incorporated  in  California  in  1961,  provides  professional 
services  primarily  to  the  federal  government  for  military  applications  in  the 
areas  of  weapon  systems;  command,  control,  communications,  and  intelligence 
(C^l)  systems;  and  training  and  simulation  systems.  The  company  also 
provides  noncomputer  services  research  related  to  science  and  technology. 

• Fiscal  1986  revenue  reached  $200.5  million,  a 19%  increase  over  fiscal  1985 
revenue  of  $168.3  million.  Net  income  rose  21%,  from  $8.2  million  in  fiscal 
1985  to  $10  million  in  fiscal  1986.  A five-year  financial  summary  follows: 


LOGICON,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• During  fiscal  1986  Logicon  made  two  acquisitions  as  follows: 

In  July  1985  Logicon  acquired  Chase,  Rosen  and  Wallace,  Inc.  (CRW)  of 
Alexandria  (VA)  for  100,000  shares  of  Logicon  common  stock. 

. CRW  provides  professional  engineering  services  for  C^l  systems 
to  the  federal  government. 

. At  the  end  of  fiscal  1986  CRW  had  approximately  65 

employees.  The  operations  of  CRW  are  currently  being  merged 
into  Logicon's  Operating  Systems  Division. 

In  May  1986  Logicon  acquired  Control  Dynamics  Company  of  Huntsville 
(AL)  for  16,000  shares  of  Logicon  common  stock. 

. Control  Dynamics,  with  30  employees,  provides  automatic 

control  and  dynamics  engineering  services  for  military  and  space 
applications. 

. The  operations  of  Control  Dynamics  are  being  merged  into 
Logicon's  R&D  Associates  subsidiary. 

• Revenue  for  the  six  months  ending  September  30,  1986  reached  $101.8  million, 
a 6%  increase  over  $96.4  million  for  the  same  period  in  I 985.  Net  income  was 
$4.5  million,  compared  to  $5  million  for  the  same  period  a year  ago. 

• Logicon  is  currently  organized  into  three  divisions  and  one  subsidiary  as 
follows: 

Operating  Systems  Division  (OSD)  provides  professional  services  to 
military  and  civil  government  intelligence  agencies.  OSD  is  head- 
quartered in  Fairfax  (VA). 

Strategic  and  Information  Systems  Division  (S&ISD)  provides  profes- 
sional services  to  the  U.S.  Department  of  Defense.  S&ISD  is  head- 
quartered in  San  Pedro  (CA). 

Tactical  and  Training  Systems  Division  (T&TSD)  develops  automated 
tactical  data  and  training  systems,  including  flight  and  military. 
T&TSD  is  headquartered  in  San  Diego  (CA). 

R&D  Associates  (RDA),  headquartered  in  Marina  del  Rey  (CA)  provides 
noncomputer  services-related  scientific  analysis  and  engineering 
services  to  the  federal  government  and  commercial  clients. 

• As  of  March  31,  1986,  Logicon  had  2,456  employees.  The  company  currently 
has  2,500  employees. 

• Major  competitors  include  Science  Applications  International  Corporation, 
TRW,  Boeing  Computer  Services,  BDM  International,  and  Cubic  Corporation. 
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KEY  PRODUCTS  AND  SERVICES 

• Approximately  83%  of  Logicon's  fiscal  1986  revenue  was  derived  from 
computer-services-related  professional  services  provided  primarily  to  the  U.S. 
government  in  the  areas  of  strategic  weapon  systems;  C^l  systems;  and 
training  and  simulation  systems.  The  remaining  I 7%  of  revenue  was  derived 
from  noncomputer  services  consulting  and  interest.  A three-year  summary  of 
source  of  revenue  follows  ($  millions): 


3/86 

3/85 

3/84 

Professional  services  revenue 

- Weapon  systems 

- CJI  systems 

$ 65.0 

$ 64.0 

$ 

49.0 

78.0 

48.0 

46.0 

- Training  and  simulation  systems 

22.0 

22.0 

1 1.0 

$ 1 65.0 

$ 134.0 

$ 

106.0 

Other  Revenue 

- Noncomputer  services 

$ 33.4 

$ 32.0 

$ 

20.5 

- Interest 

2.1 

2.3 

1.5 

Total 

$ 200.5 

$ 168.3 

$ 

128.0 

• Contracts  with  the  U.S.  government  represent  the  company's  primary  revenue 
source.  U.S.  government  contracts  contributed  98%,  97%,  and  97%  to  total 
revenue  for  fiscal  1 986,  1 985,  and  1 984,  respectively.  Commercial  contracts 
typically  are  an  extension  of  the  company's  simulation  work  for  the  military 
services. 

• Over  the  last  three-year  period,  approximately  69%  of  Logicon's  revenues 
were  derived  from  cost-reimbursement  contracts  and  31%  were  derived  from 
fixed-price  contracts.  The  business  mix  has  been  shifting  gradually  toward  a 
higher  percentage  of  fixed-price  contracts. 

• Major  awards  received  and  projects  performed  include  the  following: 

C l systems. 

$1  1.9  million  in  additional  work  on  Army  tactical  command  and 
control  systems,  including  a maneuver  control  system,  a theater 
automated  command  and  control  system  in  Korea,  and  an 
integrated  command  post  system.  The  company  is  also  providing 
systems  engineering  and  design  support  to  upgrade  the  Army 
Operations  Center  in  the  Pentagon. 

. $8.7  million  for  work  on  the  Identification  Friend,  Foe  or 

Neutral  evaluation  test  bed  system,  including  integration  of  the 
joint  tactical  information  distribution  system. 
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. $6.9  million  to  continue  computer  support  services  to  the  Space 

and  Naval  Warfare  Systems  Command  on  diverse  projects, 
including  C I,  avionics,  air  traffic  control,  computer  security, 
electronic  warfare,  and  space  systems. 

. $5.8  million  to  improve  analyst  productivity  at  intelligence 

agency  workstations,  using  Logicon's  expertise  in  developing 
automated  message  handling  systems. 

$4.8  million  from  the  Navy  for  interoperability  systems  analysis 
to  develop  and  maintain  standards  for  tactical  data  exchange 
and  to  assist  in  the  certification  of  tactical  data  systems 
software  and  operational  testing  of  data  links. 

During  the  year,  the  company-developed  Distributed  Command 
and  Control  System  (DCCS)  participated  in  eight  major  field 
exercises  and  was  operationally  accepted.  DCCS  is  now  part  of 
the  Army's  maneuver  control  system  and  is  its  only  complete 
division-level  tactical  automation  system. 

. The  Identification  Friend,  Foe  or  Neutral  program  was  the 
company's  largest  revenue  source  in  fiscal  1986.  The  IFFN 
contract  involves  developing  a simulator  for  testing  tactical  air 
defense  C systems.  Last  year  Logicon  began  operational 
testing  of  IFFN,  signaling  its  initial  operational  capability. 

At  year-end,  the  company  had  127  active  C3I  contracts  with  a 
combined  value  of  $247  million. 

Weapons  systems. 


$13.9  million  to  continue  performing  independent  software 
nuclear  safety  analysis  of  operational  software  for  the  sea- 
launched  and  ground-launched  cruise  missiles. 

$10.4  million  for  strategic  mission  planning,  including  contracts 
to  develop  a mating  and  ranging  program  that  coordinates  in- 
flight refueling  of  bombers  by  tankers,  an  automated  system 
that  prepares  flight-crew  combat  mission  folders,  and  software 
that  automates  the  assignment  of  strategic  weapons  to  targets. 

$5.6  million  for  continued  performance  analysis  and  technical 
evaluation  of  MX/Peacekeeper  launch  control,  preflight,  and 
flight  software. 

Logicon  is  working  on  several  aspects  of  the  new  small  ICBM, 
including  the  launch  control  system  architecture,  the  advanced 
inertial  reference  system  and  nuclear  weapon  effects/surviv- 
ability analysis  and  testing. 
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. The  company  had  several  highlights  in  its  weapon  systems  work 
during  the  year,  including  two  MX/Peacekeeper  flight  tests 
using  Logicon-developed  software  and  the  successful  test  of  an 
anti-satellite  system  whose  software  was  independently  verified 
and  validated  by  the  company. 

. At  year-end,  Logicon  had  52  active  weapon  system  contracts 
with  a combined  value  of  $207  million. 

Training  and  simulation  systems. 

. During  fiscal  1986,  the  company  received  several  add-ons  to 
existing  contracts  and  two  new  contracts  with  growth  potential. 

Among  the  contract  additions  was  $2.5  million  from  the 
Amoco  Production  Company  to  continue  development  of 
a family  of  simulation  systems  to  support  oil  drilling 
operations.  The  key  element  in  the  program  is  the 
Logicon-developed  critical  drilling  facility,  a center  for 
monitoring  Amoco's  worldwide  drilling  operations.  The 
company  is  currently  working  on  a prototype  reservoir 
engineering  support  station  and  recently  completed  a 
system  for  logistics  and  inventory  control  of  drilling 
equipment. 

The  two  new  training  and  simulation  contracts  were  a 
radar  simulator  for  the  Airborne  Warning  and  Control 
System  as  part  of  an  Air  Force  interoperability  testing 
system,  and  a joint  exercise  support  system  battle 
management  simulator  for  training  brigade,  division, 
corps,  and  joint-level  military  staff. 

. During  the  year,  Logicon  completed  the  design  phase  and  began 
production  and  installation  of  a simulator  for  training  Air  Force 
technicians  in  complex  malfunction  analysis  of  AWACS  data 
processing  and  display  equipment.  Testing  and  integration  of 
this  simulator  are  now  clearly  complete. 

. At  year-end,  Logicon  had  23  training  and  simulation  contracts 
with  a combined  value  of  $49  million. 

. Changes  in  requirements  and  delays  have  significantly  increased 
the  estimated  costs  at  completion  of  Logicon's  $17  million 
contract  to  develop  a system  for  training  airborne  warning  and 
control  system  mission  crews.  Revenues  recorded  on  the 
contract  through  fiscal  year  1 986  aggregated  $14.4  million  of 
which  $6  million  was  included  in  the  current  fiscal  year. 
Logicon  has  requested  that  the  contract  amount  be  increased  by 
approximately  $12  million  to  compensate  for  the  cost  of  the 
additional  requirements  and  delays. 
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• Key  contract  awards  for  fiscal  1987  include  the  following: 

A major  air  traffic  control  training  system  for  the  U.S.  Navy. 

A continuation  of  development  work  on  a Maneuver  Control  System 
for  the  U.S.  Army. 

Technical  analysis  and  support  to  the  Strategic  Defense  Initiative 
Organization's  short  wavelength  laser  development  program  being 
directed  by  the  Air  Force  Weapons  Lab. 

The  Navy's  Training  Systems  Center  selected  Logicon  to  develop  and 
install  modern  training  simulators  for  the  Naval  Air  Technical  Training 
Center  at  Memphis  (TN).  This  four-year  $20.1  million  contract  marks 
an  important  extension  of  Logicon's  experience  in  air  traffic  controller 
training. 

Another  newly  awarded  contract  calls  for  Logicon  to  perform  indepen- 
dent verification  and  validation  of  software  at  the  Space  Defense 
Operations  Center  in  Cheyenne  Mountain  (CO). 

The  Defense  Nuclear  Agency  selected  Logicon  to  develop  a battlefield 
information  and  targeting  system  for  NATO  forces  in  Europe. 

INDUSTRY  MARKETS 

• A three-year  summary  of  source  of  revenue  follows  ($  thousands): 


3/31/86 

3/31/85 

3/31/84 

Federal  government 

$193,656 

$163,031 

$123,876 

Commercial 

4,769 

2,935 

2,638 

Interest 

2,049 

2,290 

1,519 

$200,474 

$168,256 

$128,033 

Logicon's  primary  government  client  is  the  Department  of  Defense. 

GEOGRAPHIC  MARKETS 

• Virtually  all  of  Logicon's  fiscal  1986  revenue  was  derived  from  the  U.S.  Less 
than  1%  of  revenue  was  derived  from  foreign  sources. 

• Logicon  division  headquarters  are  located  in  Fairfax  (VA)  and  San  Diego  and 
San  Pedro  (CA).  The  company's  RDA  subsidiary  is  headquartered  in  Marina 
del  Rey  (CA). 

• Other  branch  offices  are  maintained  across  the  U.S.  on  or  near  U.S.  military 
bases. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• Logicon  has  a variety  of  systems  installed,  including  the  following: 
San  Diego  (CA): 

. Data  General  MV/ 1 0000,  AOS/VS. 

Data  General  MV/8000,  AOS/VS. 

. Data  General  S/230,  AOS. 

. Data  General  S/ 140,  AOS. 

. Data  General  Nova  3,  RDOS. 

San  Pedro  (CA): 

I IBM  4381,  MVS. 

DEC  VAX  1 1/780,  VMS. 

DEC  VAX  1 1/785,  VMS. 

. DEC  MicroVAX  II,  MicroVM. 

. Prime  550,  PRIMOS. 

. Data  General  Nova  3,  RDOS. 

Fairfax  (VA): 

DEC  PDP-I  1/23,  RSX-I  I M. 

DEC  PDP-1 1/34,  RSX. 

DEC  PDP-I  1/44,  RSX. 

Marina  del  Rey  (CA): 

. Prime  750,  PRIMOS. 

Prime  250,  PRIMOS. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  MARCH  1983* 


LOGICON,  INC. 

3701  Skypark  Drive 
Torrance,  CA  90505 
(213) 373-0220 


John  R.  Woodhull,  President  and  CEO 
Public  Corporation,  NYSE 
Total  Employees:  2,000 
Total  Revenue,  Fiscal  Year  End 
3/31/85:  $168,256,000 
Computer  Services  Revenue: 

$ 1 34,000,000** 


LOGICON,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~ — -____FISCAL  YEAR 
ITEM  ~ — ____ 

3/85 

3/84 

3/83 

3/82 

3/81 

Revenue 

$ 168,256 

$ 128,033 

$ 

103,306 

$ 86,344 

$76,516 

. Percent  increase 

20% 

13% 

21% 

from  previous  year 

31% 

24% 

Income  before  taxes 

$ 

16,350 

$ 

11,719 

$ 

8,713 

$ 

6,987 

$ 

5,815 

. Percent  increase 

25% 

20% 

from  previous  year 

40% 

35% 

" 

Net  income 

$ 

8,247 

$ 

5,876 

$ 

4,402 

$ 

3,133 

$ 

2,716 

. Percent  increase 

(decrease)  from 
previous  year 

40% 

33% 

41% 

15% 

(3%) 

Earnings  per  share  (a) 

$ 

1.79 

$ 

1.28 

$ 

1.00 

$ 

0.72 

$ 

0.64 

. Percent  increase 

(decrease)  from 
previous  year 

40% 

28% 

39% 

13% 

N/A 

(a)  Restated  to  reflect  a 3-for-2  stock  split  effected  through  a 50%  stock  distribu- 
tion in  August  1983. 


On  February  12,  1985  the  common  stock  of  Logicon  began  trading  on  the  New 
York  Stock  Exchange.  The  stock  was  previously  listed  on  the  American  Stock 
Exchange. 


SOURCE  OF  REVENUE 

• Approximately  80%  of  Logicon's  fiscal  1985  revenue  was  derived  from 
computer-services-related  professional  services  provided  primarily  to  the  U.S. 

*Replaces  Financial  Update  of  July  1983 

**INPUT  estimate 
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government  in  the  areas  of  strategic  weapon  systems;  command,  control, 
communications,  and  intelligence  (CJI)  systems;  and  training  and  simulation 
systems.  The  remaining  20%  of  revenue  was  derived  from  noncomputer 
services  consulting  and  interest.  A two-year  summary  of  source  of  revenue 
follows  ($  millions): 


3/85 

3/84 

Professional  services  revenue 

- Weapon  systems 

$ 64.0 

$ 49.0 

- C l systems 

48.0 

46.0 

- Training  and  simulation  systems 

22.0 

11.0 

$134.0 

$ 106.0 

Other  revenue 

- Noncomputer  services 

$ 32.0 

$ 20.5 

- Interest 

2.3 

1.5 

Total 

$168.3 

$ 128.0 

Contracts  with  the  U.S.  government  represent  the  company's  primary  revenue 
source.  U.S.  government  contracts  contributed  97%,  97%,  and  94%  to  total 
revenue  for  fiscal  1985,  1984,  and  1983,  respectively.  Commercial  contracts 
typically  are  an  extension  of  the  company's  simulation  work  for  the  military 
services. 

Major  awards  received  and  projects  performed  during  fiscal  1985  include  the 
following: 

Strategic  weapon  systems. 

. An  $11.1  million  contract  to  provide  independent  verification 

and  validation  of  computer  software  and  related  services  on  a 
number  of  space  and  defense  projects  under  way  at  the  Jet 
Propulsion  Laboratory. 

. $1  I million  in  additional  funding  for  work  on  the  cruise  missile 

system.  Logicon  is  providing  nuclear  safety  analysis  of  the 
operational  software  on  both  the  sea-launched  and  ground- 
launched  cruise  missiles. 

. A $9.8  million  contract  to  develop  software  that  automates  the 
assignment  of  the  strategic  arsenal  of  ICBMs,  SLBMs,  cruise 
missiles,  and  manned  aircraft. 

. A $9  million  contract  to  perform  independent  verification  and 
validation  of  software  for  space  defense  systems,  including  the 
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anti-satellite  missile  system  and  the  Space  Defense  Operations 
Center. 


. Ongoing  weapon  systems  work  includes  two  major  contracts  on 
the  MX/Peacekeeper  missile  system  with  a combined  value  of 
$76.6  million,  and  an  $8.8  million  contract  to  support  the 
Minuteman  II  improvement  program. 

. During  the  year  Logicon  completed  the  installation  of  the 
company-developed  Expanded  Minuteman  Data  Analysis  System 
(EMDAS).  EMDAS  systems  are  located  at  each  of  the  six 
Minuteman  ICBM  wings  to  facilitate  automatic  fault  diagnosis 
and  maintenance  scheduling.  During  the  year  the  company 
began  work  on  a contract  for  another  system  to  be  installed  at 
Vandenberg  Air  Force  Base.  Work  is  also  in  progress  on  a 
preliminary  design  to  adapt  EMDAS  to  the  MX/Peacekeeper 
missile  system. 

. Logicon  integrated  Navstar  Global  Positioning  System  (GPS) 
user  equipment  into  a B-52  offensive  avionics  system.  A subse- 
quent flight  test,  supported  by  Logicon,  demonstrated  the 
capability  of  the  B-52/GPS  software  to  meet  all  accuracy 
requirements.  The  effort  is  one  of  several  GPS  system  projects 
in  which  Logicon  is  participating. 

3 

C I systems. 

. $32.9  million  in  additional  work  on  the  Identification  Friend,  Foe 

or  Neutral  (IFFN)  evaluation  test  bed— a joint-service  system  to 
test  air  defense  identification  techniques  in  Europe.  The  total 
value  of  this  contract  is  now  $66.2  million.  During  the  past 
year,  Logicon  integrated  the  initial  suite  of  IFFN  hardware  and 
delivered  it  to  the  customer.  The  system  is  now  being  used  for 
software  development  and  testing  and  for  training  military 
personnel  in  preparation  for  operational  tests. 


An  $18  million  contract,  including  options,  to  provide  support 
services  to  the  Navy's  Space  and  Warfare  Systems  Commar^l. 
Logicon  will  support  a variety  of  development  programs  in  CJ1, 
reconnaissance,  electronic  warfare,  space,  undersea  surveil- 
lance, and  air  traffic  control. 


A $14.4  million  contract,  including  options,  from  the  Navy's 
Tactical  Interoperability  Support  Activity  to  help  define 
standards  for  the  exchange  of  tactical  data  and  to  assist  in  the 
certification  of  tactical  data  links. 


A $65.6  million  subcontract,  including  options,  from  Martin 
Marietta  for  independent  verification  and  validation  of  software 
in  support  of  the  FAA's  modernization  of  the  National  Airspace 
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System.  The  initial  $34.5  million  contract  covers  a five-year 
effort;  the  program  is  scheduled  to  span  10  years. 

. $6.9  million  in  two  subcontracts  from  IBM— one  to  develop  a 

universal  test  system  for  joint-service  communications  systems 
and  the  other  to  participate  in  developing  a common  user 
package  for  the  Worldwide  Military  Command  and  Control 
System  Information  System. 

. A Distributed  Command  and  Control  System  (DCCS),  developed 
by  the  company  under  a $17.5  million  Army  contract,  enhances 
the  survivability  and  effectiveness  of  Army  command  post 
communications.  Although  this  program  is  nearing  completion, 
work  was  recently  initiated  to  develop  a similar  system  that 
uses  DCCS  technology  for  deployment  in  Korea. 

Training  and  simulation  systems. 

A $9.7  million  contract  to  continue  development  of  E-3A 
AWACS  simulators  for  training  mission  crews  and  data  proces- 
sing and  display  subsystem  maintenance  technicians. 

$6.8  million  of  the  $34.5  million  Martin  Marietta  subcontract  to 
develop  training  system  requirements  and  plans  to  support 
implementation  of  the  FAA’s  National  Airspace  System 
program. 

$3.3  million  in  contracts  on  a new  wargaming  and  analysis 
system  to  provide  the  Joint  Chiefs  of  Staff  with  an  integrated 
capability  for  analysis  of  the  nation's  strategic  warfare  policies. 

. A $2.8  million  contract  from  Amoco  Production  Company  to 
continue  development  work  on  simulators  that  provide  real-time 
drilling  strategies  and  monitor  environmental  situations  at 
offshore  drilling  rigs,  and  to  begin  development  of  a reservoir 
engineering  support  system  that  increases  oil  extraction  from 
existing  petroleum  fields. 

During  the  year  Logicon  delivered  an  instructor  support  system 
to  the  Air  Force  for  use  with  its  B-52  Aerial  Refueling  Part 
Task  Trainer.  This  Logicon-deve loped  system  provides  new 
automated  capabilities  to  the  flight  instructor. 

During  fiscal  1985,  Logicon  also  delivered  major  subsystems  of  a 
Critical  Drilling  Facility  simulator  that  is  now  being  used  opera- 
tionally by  Amoco.  Linked  via  satellite  to  remote  drilling  sites 
throughout  the  world,  the  facility  accepts  data  from  the  sites 
and  displays  status  information,  plots  data,  and  provides  on-line 
decision  tools  to  drilling  engineers. 
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In  the  training  area,  the  company  is  working  on  two  advanced 
projects  with  growth  potential:  research  into  the  training 

requirements  for  Air  Force  personnel  on  command  and  control 
battle  staff,  and  the  development  of  a pilot  performance 
measurement  system  for  air  combat  maneuvers. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  MARCH  1983 


LOGICON,  INC. 

3701  Skypark  Drive 
Torrance,  CA  90505 
(213)  373-0220 


John  R.  Woodhull,  President  and  CEO 
Public  Corporation,  AMEX 
Total  Employees:  1 ,443 
Total  Revenue,  Fiscal  Year  End 
3/31/83:  $103,306,000 
Computer  Services  Revenue: 
$65,700,000* 


LOGICON,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


(a)  Financial  data  has  been  restated  to  account  for  the  merger  with  R&D  Associates 
as  a pooling  of  interests. 


SOURCE  OF  REVENUE 


• INPUT  estimates  that  Logicon's  fiscal  1983  revenue  was  derived  as  follows: 


Percent  Revenue 

of  Total  ($  millions) 


Professional  services 

64% 

$65.7 

Non-computer  services  contracts 

31 

32.0 

LOGINET  products 

4 

4.0 

Interest 

_! 

1.6 

100% 

$103.3 

*INPUT  estimate 
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COMPANY  HIGHLIGHT 


LOGICON,  INC. 

3701  Skypark  Drive 
Torrance,  CA  90505 
(213) 373-0220 


John  R.  Woodhull,  President  and  CEO 
Public  Corporation,  AMEX 
Total  Employees:  990 
Total  Revenue,  Fiscal  Year  End 
3/31/82:  $61,972,000 
Computer  Services  Revenue: 
$54,600,000 


THE  COMPANY 

• Logicon,  Inc.,  incorporated  in  California  in  1961,  provides  professional  ser- 
vices primarily  to  the  federal  government.  The  company  also  provides  indus- 
trial plant  automation  and  process  control  systems  to  the  manufacturing 
industry. 

• Fiscal  1982  revenue  reached  $62  million,  an  18%  increase  over  1981  revenue 
of  $52.4  million.  Net  income  was  $2.5  million,  an  increase  of  38%  over  1981 
net  income  of  $1.8  million.  A five-year  financial  summary  follows: 


LOGICON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Fiscal  1977  revenue  was  not  restated  to  reflect  discontinued  operations. 
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• The  above  financials  represent  revenue  from  continuing  operations  and 
exclude  revenue  from  the  Logicon-lntercomp  Division,  which  constituted 
Logicon's  commercial  text-processing  business  and  was  sold  in  January  1982. 

During  the  time  the  business  operated  in  fiscal  1982,  it  incurred  an 
after-tax  loss  amounting  to  $599,000  as  compared  to  a loss  of  $255,000 
in  fiscal  1981. 

The  sale  of  the  business  resulted  in  an  after-tax  gain  of  $132,000. 

• Increases  in  fiscal  1982  revenue  were  the  result  of  higher  levels  of  contracting 
activity  in  all  business  segments. 

Federal  government  contracts  increased  for  strategic  weapon  and 
space  systems,  tactical  and  training  systems,  and  intelligence  systems. 

Commercial  business  grew  in  spite  of  the  discontinuation  of  the  text 
processing  system  business.  Although  growth  of  business  has  been 
adversely  impacted  by  the  recession,  the  LOGINET  process  control 
product  line  contributed  $1.5  million  to  the  increase  in  commercial 
revenue  in  fiscal  1982. 

• Interest  income  for  fiscal  1982  was  $632,000,  as  compared  to  $376,000  in 
1981. 

• During  fiscal  1982,  Nortech,  a 71%-owned  affiliate,  ceased  operations. 
Advances  due  from  Nortech  of  $468,000  were  settled  in  April  1982  and  have 
been  included  in  the  fiscal  1982  balance  sheet. 

• Revenue  for  the  nine  months  ending  December  31,  1982  was  $49.9  million,  as 
compared  to  $44.6  million  for  the  same  period  in  1981.  Net  income  rose  28%, 
from  $1.6  million  in  1981  to  $2.1  million  in  1982. 

Earnings  were  depressed  by  losses  in  the  LOGINET  process  control 
system  business. 

• Logicon  management  estimates  that  increases  in  professional  services  con- 
tracts for  the  defense  sector  should  produce  growth  of  15%  to  20%  in  fiscal 
1 983  revenue. 

• Effective  February  24,  1983,  Logicon  acquired  R&D  Associates  (RDA)  of 
Marina  del  Rey  (CA). 

RDA  provides  noncomputer-services-related  scientific  analyses  and 
engineering  services  to  the  Department  of  Defense,  other  government 
agencies,  and  the  commercial  sector.  RDA  employs  approximately  400 
persons  and  had  revenue  of  $24.4  million  for  the  year  ending  December 
31,  1981. 
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The  acquisition  was  accomplished  by  the  issuance  of  .76  shares  of 
Logicon  stock  for  each  share  of  RDA  stock,  or  approximately  868,000 
shares.  RDA  is  now  a wholly  owned  subsidiary  of  Logicon. 

• In  addition  to  its  RDA  subsidiary,  Logicon  is  currently  organized  into  four 
divisions. 

Operating  Systems  Division  (OSD),  formed  as  a result  of  Logicon's 
acquisition  of  Operating  Systems,  Inc.  in  May  1980,  provides  profes- 
sional services  to  military  and  civil  government  intelligence  agencies. 
OSD  is  headquartered  in  Woodland  Hills  (CA). 

Process  Systems  Division  (PSD)  produces  the  LOGINET  line  of  indus- 
trial plant  automation  systems.  PSD  is  located  in  Fairfax  (VA). 

Strategic  and  Information  Systems  Division  (S&ISD)  provides  profes- 
sional services  to  the  U.S.  Department  of  Defense.  S&ISD  is  head- 
quartered in  San  Pedro  (CA). 

Tactical  and  Training  Systems  Division  (T&TSD)  develops  automated 
tactical  data  and  training  systems,  including  flight  and  military. 
T&TSD  is  headquartered  in  San  Diego  (CA). 

• As  of  March  31,  1 982,  Logicon  had  990  employees.  The  company  currently  has 
1,400  employees  of  whom  70%  are  professional  and  30%  are  support  personnel. 

• Major  competitors  of  Logicon  include  Computer  Sciences  Corporation,  E- 
Systems,  Inc.,  Ford  Aerospace  Corporation,  Honeywell,  Johnston  Controls,  and 
TRW,  Inc. 

KEY  PRODUCTS  AND  SERVICES 

• Logicon's  $54.6  million  in  fiscal  1982  computer  services  revenue  was  derived 
from  professional  services.  Sources  of  total  revenue  for  fiscal  1982  are  shown 
below: 


Percent  of 

Revenue 

Revenue 

($  millions 

Professional  services 

88% 

$54.6 

LOGINET  products 

II 

6.8 

Interest 

_! 

0.6 

100% 

$62.0 

• Professional  services  provided  to  the  U.S.  government  accounted  for  84%  or 
$52.1  million  of  Logicon's  fiscal  1982  revenue.  The  company's  major  govern- 
ment markets  include  strategic  weapon  and  space  systems,  tactical  and  train- 
ing systems,  and  intelligence  systems.  Major  projects  performed  during  fiscal 
1982  include  the  following: 
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Strategic  weapon  and  space  systems. 

. Continued  work  under  an  Air  Force  contract  for  independent 
verification  and  validation  (IV&V)  of  mission  planning  and  opera- 
tional software  for  an  advanced  space  defense  system.  Approx- 
imately $4.8  million  in  new  IV&V  business  was  received  from  the 
Navy  for  several  programs,  including  a ground-launched  cruise 
missile  system. 

. A $17.2  million  increase  in  an  Air  Force  contract  to  support 
development  of  the  MX  missile  system,  including  analyzing 
system  performance  and  evaluating  computer  software  for  both 
guidance  and  command,  control,  and  communications  functions. 

. A $9.5  million  Department  of  Defense  contract  to  automate 
strategic  planning,  including  the  assignment  of  intercontinental 
ballistic  missiles,  sea-launched  ballistic  missiles,  manned 
bombers,  and  cruise  missiles  to  targets. 

. A $6  million  contract  to  develop  an  automated  maintenance 
system  for  the  Minuteman  missile  force. 

Tactical  and  training  systems. 

. An  initial  $1.3  million  contract  with  the  Air  Force  to  design  a 
test  system  for  a joint  service  tactical  identification  system 
under  the  Identification,  Friend,  Foe,  or  Neutral  (IFFN) 
program. 

. A $2.4  million  one-year  contract  with  the  Navy,  with  options  for 
two  additional  years  totaling  $7.1  million,  to  provide  support  in 
defining  standards  for  the  exchange  of  tactical  data  between 
various  Navy  units. 

. A $4  million  subcontract  to  participate  in  developing  an  auto- 
mated system  to  train  technicians  to  maintain  the  data  process- 
ing and  display  subsystem  of  the  Air  Force  E-3A  Airborne 
Warning  and  Control  System. 

Intelligence  systems. 

Two  Air  Force  contracts  totaling  $1.5  million  for  artificial 
intelligence  systems. 

. A $1.9  million  contract  to  develop  and  produce  a high-perform- 
ance information  storage  and  retrieval  system  for  the  Depart- 
ment of  Defense. 

• A $1.4  million  subcontract  to  develop  a large  data  processing 
system  for  Navy  intelligence  applications. 
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• To  date,  major  U.S.  Government  contracts  awarded  to  Logicon  in  fiscal  1983 
include: 

The  award  by  the  Department  of  Defense  of  a $4.4  million  contract 
addition  and  of  a $23.7  million  option  to  proceed  with  the  development 
of  the  IFFN  test  system. 

A $4.3  million  Air  Force  contract  to  upgrade  and  maintain  an  aerial 
refueling  simulator  used  to  train  B-52  bomber  flight  crews. 

A $2.1  million  Air  Force  contract  to  integrate  Navstar  Global  Position- 
ing System  user  equipment  into  the  B-52  bomber's  new  offensive 
avionics  systems. 

A $1  million  contract  from  the  Federal  Aviation  Administration  to 
provide  systems  for  maintenance  monitoring  of  the  air  traffic  control 
system. 

• In  fiscal  1982,  approximately  4%  or  $2.5  million  of  Logicon's  revenue  was 
derived  from  professional  services  provided  to  commercial  clients,  including: 

The  development  of  a bibliographic  and  indexing  system  for  a major 
publishing  company. 

The  design  of  a decision  simulator  for  oil  well  drilling  under  a contract 
from  the  Amoco  Production  Company. 

• Logicon's  fiscal  1982  noncomputer  services  revenue  was  derived  from  its 
LOGINET  process  control  and  industrial  plant  automation  system,  accounting 
for  11%  or  $6.8  million  of  revenue.  The  LOGINET  system  is  primarily  in- 
stalled in  automotive  plants,  its  major  customer  being  General  Motors  Cor- 
poration. 

INDUSTRY  MARKETS 

• Logicon's  fiscal  1 982  revenue  was  derived  as  follows: 


Federal  government  84% 

Discrete  manufacturing  8 

Process  manufacturing  4 

Other  4 


100% 

• The  company's  largest  government  customer  is  the  Department  of  Defense, 
which  accounted  for  77%  of  fiscal  1982  revenue. 

• Logicon's  largest  LOGINET  customer  is  General  Motors  Corporation,  which 
accounted  for  8%  of  fiscal  1982  revenue. 
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GEOGRAPHIC  MARKETS 

• Virtually  all  of  Logicon's  fiscal  1982  revenue  was  derived  from  the  U.S.  Less 
than  1%  of  revenue  was  derived  from  foreign  sources. 

• Logicon  division  headquarters  are  located  in  Fairfax  (VA)  and  San  Diego,  San 
Pedro,  and  Woodland  Hills  (CA).  The  company's  RDA  subsidiary  is  headquar- 
tered in  Marina  del  Rey  (CA). 

• Other  branch  offices  are  maintained  across  the  U.S.  on  or  near  U.S.  military 
bases. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Logicon  has  a variety  of  systems  installed,  including  the  following: 

Tactical  and  Training  Systems  Division: 

. Data  General  MV/8000. 

. Data  General  S/230. 

. Data  General  S/140. 

. Data  General  Nova  3. 

. Data  General  1200. 

. Apple  microcomputers. 

Operating  Systems  Division: 

DEC  PDP-I  1/70. 

DEC  PDP-I  1/45. 

Strategic  and  Information  Systems  Division: 

. Prime  550. 

DEC  VAX. 
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COMPANY  HIGHLIGHT 


LOGICON,  INC. 

21535  Hawthorne  Boulevard,  Suite  440 
Torrance,  CA  90503 
(213) 540-9200 


John  R.  Woodhull,  President 
Public  Corporation,  AMEX 
Total  Employees:  1,100 
Total  Revenues  Fiscal  Year  End 


3/31/80:  $49,287,000 


THE  COMPANY 

• Incorporated  in  California  in  1961,  Logicon,  Inc.,  provides  high-technology 
turnkey  systems  and  professional  services  to  the  federal  government,  for 
industrial  plant  automation  and  to  the  printing  and  publishing  industries. 

• Revenues  rose  13%  from  $43.7  million  in  FY  1979  to  $49.3  million  in  FY  1980. 
Net  income  increased  34%  from  $1.46  million  in  FY  1979  to  $1.95  million  in 
FY  1980.  A five-year  financial  summary  follows: 

LOGICON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  THOUSANDS,  EXCEPT  PER  SHARE  DATA) 

FYE  3/31 


FISCAL  YEAR 

ITEM 

1980 

1979 

1978 

1977 

1976 

Revenues 

. Percent  increase 
from  previous  year 

Income  before  taxes 

$49,287 

13% 

$43,715 

30% 

$33,568 

17% 

$28,594 

(11%) 

$31,967 

and  extraordinary  item 
. Percent  increase 
(decrease)  from 
previous  year 

$ 3,853 
30% 

$ 2,955 
91% 

$ 1,549 
(42%) 

$ 2,688 
57% 

$ 1,707 

Net  income 
. Percent  increase 
(decrease)  from 
previous  year 

$ 1,955 
34% 

$ 1,462 
75% 

$ 836 

(36%) 

$ 1,301 
55% 

$ 841 

Earnings  per  share 
. Percent  increase 
(decrease)  from 
previous  year 

$ 2.12 
33% 

$ 1.60 
74% 

$ 0.92 
(39%) 

$ 1.50 

53% 

$ 0.98 
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• Lower  revenues  from  older  product  lines  and  research  and  development  (R&D) 
investments  in  the  Logicon-lntercomp  Division  resulted  in  reduced  net  income 
in  FY  1978. 

• Increases  in  FY  1980  revenues  were  the  result  of  higher  levels  of  contracting 
activity  in  all  business  segments. 

Federal  government  orders  for  automated  training  and  strategic  weapon 
systems  increased  due  to  Logicon's  R&D  emphasis  in  these  areas. 

The  depressed  state  of  the  automotive  industry  resulted  in  a decrease  in 
orders  for  the  LOGINET  facilities  monitoring  and  control  system. 

• Interest  income  for  FY  1980  was  $0.4  million,  compared  with  $0.1  million  in 
FY  1979. 

• After  losses  in  fiscal  years  1978  and  1979,  the  Printing  and  Publishing  business 
segment  realized  a profit  in  FY  1980  as  a result  of  several  large  orders  for  the 
TPS/6000  text-processing  system. 

• Nortech,  Inc.,  a 50-percent-owned  affiliate,  continued  to  experience  losses  on 
certain  contracts  that  are  now  substantially  complete,  resulting  in  a loss  to 
Logicon  of  $541,000  in  FY  1980. 

• Revenues  for  the  six  months  ending  September  30,  1980,  were  $27  million,  an 
increase  of  10%  over  the  same  period  in  FY  1980.  Net  income  rose  18%  to 
$1.1  million. 

Financial  results  include  five  months  of  Operating  Systems,  Inc.,  revenues. 

• Logicon  classifies  its  business  into  three  segments: 

Services,  which  primarily  include  professional  services  contracts  for  the 
development  of  strategic  weapon  systems  for  the  U.S.  Department  of 
Defense. 


. Contracts  are  for  missile-borne  and  ground-based  guidance  and 

control  systems,  manned  bomber  and  air-launched  missile 
systems,  satellite  systems,  and  maintenance  and  tactical  data 
systems. 

Systems  Integration  includes  providing  turnkey  industrial  control  and 
training  systems  to  the  federal  government  and  manufacturing  industries. 

Printing  and  Publishing  includes  revenues  from  a line  of  computerized 
text  processing  systems  to  the  graphic  arts,  newspaper  and  related 
printing  and  publishing  industries. 

Approximate  contributions  to  FY  1980  revenues  by  each  business  segment 
are  shown  below. 
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Business  Segment 

Percentage  of  FY 
1980  Revenues 

Revenue 
($  Millions) 

Services 

48% 

$23.5 

Systems  Integration 

40 

19.6 

Printing  and  Publishing 

12 

5.8 

Other 

-- 

0.4 

Total 

100% 

$49.3 

• Logicon  is  organized  into  four  divisions  and  two  subsidiaries: 

Logicon-lntercomp  Division,  located  in  Torrance  (CA),  markets  the 
TPS/6000  text-processing  system  to  the  printing  and  publishing  indus- 
tries. The  division  employs  approximately  75  people. 

Process  Systems  Division  (PSD)  produces  the  LOGINET  line  of  turnkey 
industrial  plant  automation  systems.  PSD  is  located  in  Fairfax  (VA)  and 
has  approximately  100  employees. 

Strategic  and  Information  Systems  Division  (S&ISD)  provides  profes- 
sional services  to  the  U.S.  Department  of  Defense.  Employing  approxi- 
mately 450  people,  S&ISD  is  headquartered  in  San  Pedro  (CA)  and 
maintains  offices  in  Dayton  (OH)  and  Lexington  (MA). 

. Major  contracts  in  this  division  are  for  services  in  support  of  the 
Air  Force  Minuteman  and  MX  strategic  missile  programs. 

Tactical  and  Training  Systems  Division  (T&TSD)  develops  automated 
training  systems,  including  flight  and  military.  Office  locations  in  addition 
to  its  San  Diego  headquarters  are  in  Vallejo  (CA)  and  Arlington  (VA). 
T&TSD  employees  number  350. 

• In  October  1979,  Logicon  incorporated  a Canadian  subsidiary,  Technologie 
L.G.N.  Ltee  in  Ottawa,  to  market  professional  services  to  the  Canadian 
Department  of  National  Defence. 

• On  May  I,  1980,  Logicon  acquired  100%  of  the  outstanding  stock  of  Operating 
Systems,  Inc.  (OSI)  for  29,431  shares  of  Logicon's  common  stock  valued  at 
approximately  $500,000.  Headquartered  in  Woodland  Hills  (CA),  OSI  provides 
software  products,  professional  services  and  turnkey  systems  primarily  to  the 
federal  government. 

OSI  employs  75  persons  and  had  calendar  year  1979  revenues  of 
approximately  $3  million. 

• Major  competitors  to  Logicon  include  Computer  Sciences  Corporation,  E- 
Systems,  Inc.,  Ford  Aerospace  Corporation,  Honeywell,  Johnston  Controls  and 
TRW  Inc. 
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KEY  PRODUCTS  AND  SERVICES 

• Turnkey  systems  generated  approximately  52%  of  FY  1980  revenues.  The 
remaining  48%  was  derived  from  professional  services. 

• Major  turnkey  offerings  include: 

LOGINET:  Introduced  in  November  1977,  LOGINET  is  a distributed 

processing  turnkey  offering  customized  for  industrial  plant  automation 
and  process  control  applications.  LOGINET  uses  multiple  DEC  PDP-I  I 
minicomputers  and  features  a distributed  data  base.  Color  CRTs 
provide  multiple  levels  of  alarm  data. 

. Available  applications  include: 

Automatic  Rail  Switching. 

Energy  Management.  \ 

Facilities  Management  and  Control. 

Fire  and  Security. 

Maintenance  Monitoring  and  Dispatch. 

Material  Handling  Control. 

Production  Automation. 

Quality  Assurance  Control. 

. Prices  for  LOGINET  systems  range  from  $500,000  to  $2  million. 

. In  June  1980,  LOGINET  Systems  were  installed  in  seven  auto- 

motive plants  and  were  on  order  for  installation  in  13  more. 

. In  late  June  1980,  Logicon  announced  three  new  contracts  for 
LOGINET  systems  totaling  $3.2  million. 

TPS/6000:  Announced  in  early  1979,  TPS/6000  is  an  editorial,  classified 
ad  and  composition  text  processing  system.  The  system  uses  one  or 
more  DEC  PDP-I  I minicomputers,  Video  Display  Terminal  Clusters 
(VDT),  mass  storage  devices  and  other  peripherals,  all  operating  with  a 
unified  data  base. 

. A DEC  LSI- 1 1 microcomputer  acts  as  the  Cluster  Control 
Processor  for  the  VDT  system,  allowing  the  editing  workload  to 
be  distributed. 
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. The  average  TPS/6000  system  sells  for  $1  million.  Prices  range 
from  $500,000  to  $2  million. 

. In  June  1979,  Logicon  announced  the  shipment  of  a TPS/6000 
system  to  the  Washington  Star.  The  165-terminal  system  uses  3 
minicomputers. 

. A $2  million  order  for  the  TPS/6000  was  received  from  The  Daily 
Breeze  of  Torrance  (CA)  in  April  1980. 

. In  June  1980,  Logicon  introduced  three  new  models  of  the 
TPS/6000,  which  make  the  system's  features  available  to  smaller 
newspapers. 

Automated  Flight  Training  System  (AFTS)  is  a turnkey  air  crew  training 
system  using  a Data  General  NOVA  minicomputer.  System  components 
include  an  instructor's  graphic  terminal,  CRT,  replay  terminal, 
magnetic  cassette  tape  unit  and  trainer  monitoring  and  control  output 
devices.  A speech  understanding  system  is  optional. 

. Applications  developed  for  the  system  include: 

Air-to-Air  Intercept. 

Ground  Attack  Radar. 

Instrument  Maneuvers. 

Instrument  Penetrations/ Approaches. 

Navigation. 

Procedures. 

Weapon  Scoring. 

. AFTS  systems  have  been  installed  worldwide,  primarily  for  the 
U.S.  Air  Force  and  Navy.  Systems  are  used  for  fighter  pilot 
training  in  conjunction  with  F-4E  and  A-7D  aircraft  simulators. 

. The  delivery  in  April  1980  of  the  last  of  21  AFTS  systems  to  the 
U.S.  Air  Force  completed  one  of  Logicon's  largest  military 
contracts. 

In  December  1978,  the  Logicon-lntercomp  Division  introduced  the 
Logicon  MicroMerchandiser™,  an  intelligent  micrographic  terminal  for 
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point-of-purchase  merchandising.  The  system  has  sufficient  memory  to 
store  data  on  an  entire  inventory,  in  addition  to  a graphic  data  base 
that  holds  up  to  1,000  color  pictures.  An  interactive  communications 
system  allows  a direct  exchange  of  information  between  the  customer 
and  the  microcomputer. 

. Customer  responses  generate  a pictorial  display  and  printed 

summary  of  recommended  products. 

. MicroMerchandiser  can  be  used  to  market  such  products  as 

automobiles,  cosmetics,  gourmet  foods,  paint  and  real  estate. 

. On  August  I,  1980,  Revlon  announced  its  use  of  the  Micro- 
Merchandiser  for  the  selection  and  sale  of  cosmetics. 

• Four  major  systems  integration  contracts  with  the  federal  government 

generated  $5.8  million  in  FY  1980  revenues. 

Two  contracts  with  the  U.S.  Air  Force  related  to  flight  training 
applications. 

. Adaptive  Flight  Training  Systems  contributed  $1.4  million  to 
revenues. 

. B-52/KC-I35  Training  Subsystems  were  subcontracted  by 

Logicon  for  $1  million. 

Contracts  with  the  Federal  Aviation  Administration  (FAA)  contributed 
$3.4  million  to  FY  1980  revenues. 

. Radar  Training  Facility,  a system  developed  for  training  air 
traffic  controllers,  was  installed  in  May  1980  at  the  FAA 
Academy  in  Oklahoma  City.  The  two-year  contract  generated  a 
total  of  $6.7  million  in  revenues. 

. Flight  Service  Automation  is  a contract  for  the  design  of  a 
system  to  improve  the  timeliness  and  quality  of  weather  brief- 
ings and  flight  plan  handling  by  FAA  personnel.  The  $3.6  million 
award  is  part  of  a three-company  competition  for  a large 
production  contract. 

• Logicon  derived  $8.9  million,  or  18%  of  total  FY  1980  revenues,  from  three 
professional  service  contracts  with  the  U.S.  Air  Force. 

Services  in  support  of  the  Minuteman  strategic  missile  program  were 
provided  by  the  Minuteman  Software  Analysis  and  Minuteman-Com- 
mand  Data  Buffer  contracts.  Revenues  derived  from  these  contracts  in 
FY  1980  amounted  to  $4  million  and  $2  million  respectively. 
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The  Strategic  Systems  Software  Support  contract  is  for  services  per- 
formed on  strategic,  avionic  and  electronic  test  programs.  The 
contract  contributed  $2.9  million  in  FY  1980  revenues. 

• During  June  through  August  1980,  Logicon  announced  new  professional 
services  defense  contracts  that  will  contribute  more  than  $20  million  in 
revenues  over  the  next  three  years. 

Under  a $9.1  million  contract,  Logicon  will  provide  performance 
analysis  and  technical  evaluation  of  software  for  preflight  and  flight 
functions  of  the  new  MX  weapon  system.  The  27 -month  contract  is 
with  the  U.S.  Air  Force  Ballistic  Missile  Office. 

Contract  extensions  of  $5.2  million  for  intercontinental  ballistic  missile 
software  development  were  announced. 

The  U.S.  Air  Force  Space  Division  awarded  a $6.2  million  contract  for 
independent  verification  and  validation  of  software  for  space  defense 
systems. 


INDUSTRY  MARKETS 

• Logicon's  FY  1980  revenues  were  derived  from  the  following  industries: 


Federal  government 

71% 

Discrete  manufacturing 

17 

Printing  and  publishing 

12 

100% 

Department  of  Defense  contract  revenues  accounted  for  approximately 
60%  of  FY  1 980  revenues. 

Non-defense  federal  government  revenues  accounted  for  approximately 
I 1%  of  FY  1980  revenues.  The  FAA  is  Logicon's  primary  customer  in 
this  category. 

Revenues  from  contracts  with  General  Motors  Corporation  for  the 
LOGINET  industrial  control  systems  were  an  estimated  13%  of  total  FY 
1980  revenues. 


GEOGRAPHIC  MARKETS 

• Almost  100%  of  Logicon's  FY  1980  revenues  were  derived  from  locations 
throughout  the  U.S.  Less  than  one  percent  of  revenues  were  derived  from 
foreign  sources. 

Logicon's  division  and  subsidiary  headguarters  are  located  in  San  Diego, 
San  Pedro,  Torrance  and  Woodland  Hills  (CA)  and  Fairfax  (VA).  The 
company  also  maintains  major  branch  offices  in  Dayton  (OH),  Lexington 
(MA)  and  Vallejo  (CA). 
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LOGISTICON,  INC. 

4001  Burton  Drive 
Santa  Clara,  CA  95054 
(407)  988-3811 
FAX  (408)  988-7508 


Donald  Gallagher,  President  and  CEO 
Private  Company 
Total  Employees:  70 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $7,500,000* * 

‘INPUT  estimate 


The  Company  Logisticon,  Inc.  provides  turnkey  systems  for  materials  handling 

and  warehousing  to  the  distribution  and  manufacturing  industries. 

Logisticon's  1990  revenue  is  estimated  at  $7.5  million,  a 21% 
decrease  from  1989  revenue  of  $9.5  million. 


Key  Products  and  Logisticon  develops,  markets,  installs,  and  maintains  the 
Services  DISPATCHER™  System  for  materials  management  functions. 

The  DISPATCHER  System  is  a turnkey,  real-time  materials 
management  system  that  controls  inventory  from  receiving 
through  shipping.  The  system  incorporates  data  processing 
hardware;  data  collection  devices,  including  bar  code  readers  and 
radio  data  terminals;  and  communications  interfaces  to  host 
computers  for  data  transfer  and  machine  controllers. 

• Standard  DISPATCHER  modules  include: 

- Receiving 
Inventory  management 

- Order  processing 

- Material  movement  control 

- Shipping 

Batch  or  on-line  interfaces 

• The  DISPATCHER  System  runs  on  HP  9000  systems  running 
HP-UX,  DEC  VAT^ systems  running  VMS,  IBM  RS6000 
systems  running  AIX,  and  IBM  System/88  systems  running 
VOS. 

• The  DISPATCHER  System  has  approximately  55  installations. 
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Industry  Markets  Logisticon  targets  its  sales  to  manufacturing,  wholesale  and  retail 

distribution,  and  warehousing  industries.  Specific  target  markets 
include  pharmaceutical,  building  products,  packaged  goods, 
food/beverage,  and  electronics  industries. 


Geographic  Logisticon's  revenue  is  derived  from  the  U.S.  and  the  U.K. 

Markets 


Logisticon  has  sales  offices  in  Atlanta  (GA),  Boston  (MA),  Dallas 
(TX),  Milwaukee  (WI),  and  Santa  Clara  (CA). 
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LOGISTICON,  INC.  Fred  C.  Laccabue,  President  and  CEO 

4001  Burton  Drive  Private  Company 

Santa  Clara,  CA  95054  Total  Employees:  60 

(407)  988-381 1 Total  Revenue,  Fiscal  Year  End 


12/31/88:  $6,000,000* 

* INPUT  estimate 

The  Company 

Logisticon,  Inc.  provides  turnkey  systems  for  materials  handling 
and  warehousing  to  the  wholesale  distribution  and  manufacturing 
industries. 

Logisticon  currently  employs  about  60  people. 

Key  Products  and 
Services 

C 

Logisticon  develops,  markets,  and  distributes  the 
DISPATCHER™  System  for  material  management  functions. 

The  DISPATCHER  System  is  a turnkey,  real-time  materials 
management  system  that  controls  material  handling  operations. 
The  DISPATCHER  System  incorporates  data  processing 
hardware,  data  collection  devices  including  bar  code  readers,  radio 
data  terminals,  and  communications  interfaces  for  user  host 
computers  and  machine  controllers. 

• The  DISPATCHER  System  runs  on  HP  9000  hardware  running 
HP-UX  and  DEC  VAX  hardware  running  VMS. 

• The  DISPATCHER  System  has  approximately  40  installations. 

Industry  Markets 

Logisticon  targets  its  sales  to  manufacturing,  wholesale  and  retail 
distribution,  and  warehousing  industries. 

Geographic 

Markets 

Logisticon's  products  are  available  throughout  the  U.S.  and  in  the 
U.K. 

• Logisticon's  sales  are  concentrated  in  the  eastern  U.S. 

Logisticon  has  sales  offices  in  Boston  (MA),  Milwaukee  (WI), 
Grand  Rapids  (MI),  and  Santa  Clara  (CA). 
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Computer 

Hardware 


Logisticon  develops  its  products  on  Hewlett-Packard  and  DEC 
hardware. 
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Primary  Industry-Specific  Market:  Wholesale  Distribution,  Manufacturing 


Logisticon 

4001  Burton  Drive 
Santa  Clara,  CA  95054 
(408)  988-38 1 I 

President:  John  M.  Hill 
Private  Company 
Founded:  1968 

Employees:  60 

Revenue  (FYE  12/3 1 /85):  $4  million* 


The  Company:  Logisticon  provides  turnkey  systems  for  materials  handling  and 
warehousing  to  the  wholesale  distribution  and  manufacturing  indus- 
tries; systems  feature  Hewlett  Packard  hardware 

Sources  of  Revenue: 

Turnkey  Systems  (100%) 

Key  Products  and  Services: 

Turnkey  Systems  (Utilizes  HP  hardware) 

• Dispatcher  D3000  - Materials  management  system;  features  central  operation 
control  over  all  materials  management  activities  from  receiving  to  shipping 

• Dispatcher  M3000  - Materials  management  system;  coordinates  and  controls 
devices  such  as  carousels,  conveyors,  scanners,  and  robots.  Maintains 
information  on  operations  status  and  provides  the  link  between  actual  activity 
and  the  corporate  computer  system. 

Target  Industries: 

Manufacturing  and  wholesale  distribution 

Geographic  Markets: 

- U.S.  ( 1 00%) 

Sales  are  concentrated  in  the  eastern  U.S. 

Sales  Offices:  New  York,  Pittsburgh 


*INPUT  estimate 
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LOMAS  INFORMATION  SYSTEMS 

1750  Viceroy  Drive 
Dallas,  TX  75235 
Phone:  (214)879-5952 
Fax:  (214)879-5176 


Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


President: 

Status: 

Parent: 


Michael  E.  Patrick 
Subsidiary 
Lomas  Financial  Corp. 


400 

$35,000,000 

6/30/93 


Key  Points 


During  fiscal  1993,  Lomas  Information  Systems  (LIS)  completed  the 
conversion  of  the  portfolios  of  its  service  bureau  customers  from  a 
Unisys  environment  to  its  new  IBM-based  Excelis  mortgage  loan 
servicing  system. 

For  the  quarter  ending  June  1993,  LIS  restored  its  annualized 
noncaptive  revenues  to  approximately  $17.5  million,  which  had  been 
the  established  base  of  such  revenue  prior  to  the  conversion  process. 

During  the  year,  LIS  broadened  its  mission  to  include  outsourcing 
(systems  operations)  and  computer  utility  processing  services,  which 
contributed  significantly  to  LIS'  revenues  in  the  second  half  of  fiscal 


• During  1993,  LIS  released  the  PC  version  of  its  loan  origination 
product  to  broaden  the  potential  market  for  this  system. 


1993. 
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Company 

Description 


Strategy 


Financials 


Lomas  Information  Systems  (LIS)  provides  processing  services,  systems 
operations  and  applications  software  products  to  the  mortgage  finance 
industry.  Its  products  include  software  packages  for  mortgage  loan 
servicing,  loan  production,  secondary  marketing  and  master  servicing, 
which  it  markets  on  both  a service  bureau  and  licensing  basis.  These 
systems  form  the  company's  Excelis  line  of  products. 

LIS  was  formed  in  1960  as  the  data-processing  arm  of  Lomas  Mortgage 
USA.  LIS  now  operates  as  a wholly  owned  subsidiary  of  Lomas 
Financial  Corporation,  a Dallas-based  firm  whose  principal  operating 
subsidiary-Lomas  Mortgage  USA--provides  mortgage  loan  servicing 
and  related  financial  and  administrative  services  to  third-party  investors 
of  residential  single-family  mortgages  secured  by  properties  located 
throughout  the  U.S. 

LIS'  largest  customer  is  its  sister  company-Lomas  Mortgage  USA-with 
a loan  portfolio  of  more  than  600,000  and  accounting  for  60%  of  LIS' 
fiscal  1993  revenue.  LIS  also  currently  has  approximately  120  external 
customers  for  its  products  and  services. 


LIS  is  positioning  the  company  primarily  to  offer  both  licenses  and 
service  bureau  processing  for  each  of  its  products  and  is  focusing  on 
marketing  to  the  mortgage  lending  industry. 

The  target  market  for  the  company's  mainframe-based  loan  servicing 
software  is  institutions  with  more  than  100,000  loans.  The  target 
market  for  the  loan  servicing  service  bureau  offering  is  institutions  with 
at  least  10,000  loans.  Current  clients  for  LIS’  Excelis  Mortgage  Loan 
Servicing  System  range  from  lending  institutions  with  10,000  to  700,000 
loans. 

The  target  market  for  its  front-end  secondary  marketing  and  loan 
production  systems  is  companies  generating  at  least  250  loans  per 
month  and/or  with  10  originating  offices.  Current  LIS  clients  for  these 
front-end  products  have  up  to  200,000  closed  loans  per  year. 


LIS'  total  fiscal  1993  revenue  was  $35.0  million,  an  8%  decrease  from 
fiscal  1992  revenue  of  $37.9  million.  Operating  losses  were  $14.3 
million  in  fiscal  1993,  compared  to  losses  of  $18.0  million  in  fiscal  1992. 
A three-year  financial  summary  follows: 
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LOMAS  INFORMATION  SERVICES 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

6/93 

6/92 

6/91 

Total  revenue 
• Percent  change 

$35.0 

$37.9 

$34.6 

from  previous  year 

(8%) 

10% 

(12%) 

Noncaptive  revenue 
• Percent  change 

$13.9 

$18.1 

$17.0 

from  previous  year 

(23%) 

1% 

N/A 

Operating  (loss) 

• Percent  change 

$(14.3) 

$(18.0) 

$(39.1) 

from  previous  year 

21% 

54% 

(15%) 

LIS  has  sustained  losses  in  each  of  the  last  four  fiscal  years  due 
primarily  to  costs  of  developing  its  new  automated  servicing  system, 
and  to  related  delays  in  adding  customers  to  the  LIS  service  bureau. 

The  expense  of  simultaneously  running  two  mortgage  servicing  systems 
(Unisys  and  IBM)  during  the  conversion  processing  (from  June  1991 
through  March  1993)  has  now  been  eliminated  and  the  company 
expects  earnings  to  be  at  or  near  break-even  in  fiscal  1994. 

To  enable  development  of  LIS'  new  mortgage  loan  servicing  system  and 
to  position  the  unit  for  profitable  growth,  Lomas  Financial  Corporation 
has  made  cash  advances  to  LIS  periodically  since  1985.  Those 
advances  totaled  approximately  $18  million  in  fiscal  1993  and  $29 
million  in  fiscal  1992. 


Market  LIS'  revenue  is  derived  primarily  from  the  real  estate/mortgage  loan 

Financials  industry,  including  commercial  banks,  savings  and  loan  associations  and 

mortgage  banking  concerns. 

INPUT  estimates  that  more  than  80%  of  LIS  fiscal  1993  revenue  was 
derived  from  various  processing/systems  operations  services,  including 
its  service  bureau,  telecommunications,  outsourcing,  compute  utility 
and  remote  facilities  management.  The  remainder  is  derived  from 
software  licenses,  consulting  and  other  support  services. 
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Geographic 

Markets 

One  hundred  percent  of  LIS'  revenue  is  derived  from  the  U.S. 
The  company's  only  office  is  in  Dallas. 

Employees 

LIS  has  approximately  400  employees. 

Key  Products 
and  Services 

LIS'  Excelis  mortgage  systems  exchange  data  and  can  be  customized  to 
meet  specific  company  requests.  Besides  working  as  a total  package,  all 
systems  can  be  installed  separately  and/or  interface  to  non-Excelis 
systems. 

The  Excelis  Mortgage  Loan  Servicing  (MLS)  System,  introduced  in 
1990,  automates  a large  portion  of  the  previously  manual  mortgage 
servicing  functions  and  provides  increased  employee  productivity. 

• Excelis  MLS  was  designed  to  replace  LIS'  Unisys-based  servicing 
system,  providing  faster  response  time,  real-time  updates,  improved 
availability,  expanded  data  available  on-line  and  IBM  compatibility. 

• These  improvements  extend  to  all  phases  of  servicing  a portfolio, 
including  collecting  monthly  payments,  maintaining  complex  escrow 
accounts,  delinquency  and  foreclosure  processing,  remitting 
payments  to  investors  and  securityholders  and  accounting  to 
investors  and  securityholders  for  every  financial  transaction  relating 
to  their  mortgages. 

• Excelis  MLS  is  available  on  a service  bureau  basis  or  for  license  on 
IBM  370  platforms.  There  are  currently  18  service  bureau  clients. 

The  Excelis  Loan  Production  System  (LPS)  automates  the  loan 
application  process.  It  collects  and  validates  information  necessary  for 
a loan  application,  performs  calculations,  prepares  documentation  and 
tracks  the  progress  of  the  loan  through  funding. 

• Excelis  LPS  incorporates  pricing  and  control  for  both  retail  and 
wholesale/correspondent  lenders  or  brokers. 

• Excelis  LPS  is  available  on  a service  bureau  basis  or  for  license  for 
in-house  use  on  IBM  370  or  PC/LAN  environments.  There  are 
currently  two  service  bureau  clients  and  50+  software  clients. 

Excelis  Secondary  Marketing  System  (SMS)  facilitates  the  process  of 
selling  loans  in  the  secondary  market.  It  identifies  and  tracks  loans 
available  for  sale,  pools  groups  of  loans  as  backing  for  securities, 
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calculates  yields  of  loan  packages  and  prepares  the  loans  for  transfer  to 
investors  or  agencies. 

• Excelis  SMS  is  available  on  a service  bureau  basis  or  for  license  on 
IBM  370  platforms.  There  are  currently  two  service  bureau  clients 
and  19  software  clients. 

The  Excelis  Executive  Information  System  is  a PC-based  strategic 
decision  support  software  product  that  operates  on  a standalone  PC, 
LAN,  or  via  remote  dial-in  to  access  mainframe  data  from  other  Excelis 
applications. 

Outsourcing  services  provided  by  LIS  include  mainframe  computer 
utility,  remote  facilities  management,  consulting  and  development 
services. 

Telecommunications  services  provided  by  LIS  include  providing  an 
array  of  protocols  for  data  and  voice  communications  services, 
supporting  more  than  4,000  terminals.  LIS  also  supports  the 
development  and  installation  of  local-area  networks  and  provides 
disaster  recovery  services. 

Marketing 
and  Sales 

LIS  markets  its  products  and  services  in  the  U.S.  through  a direct  sales 
force. 

Alliances 

LIS  is  an  IBM  Industry  Application  Specialist  for  the  mortgage  banking 
industry. 

LIS  also  has  various  alliances/joint  marketing  agreements  as  follows: 

• VMP  (mortgage  forms) 

• FormMaker  Software  (forms  printing) 

• Bottomline  Technologies  (MICR) 

• Information  Builders  Inc.  (FOCUS) 

Clients 

LIS  customers  include  one-fourth  of  the  top  25  mortgage  servicers  and 
20  of  the  nation's  100  largest  commercial  banks. 

Major  service  bureau  clients  include: 

• PNC  Mortgage  Corporation  (with  315,000  loans) 

C 

• Huntington  Mortgage  Corporation  (100,000+  loans)  (active  1994) 

• Mercantile  National  Bank  of  St.  Louis  (30,000  loans) 

December  1993 
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Competitors 


LIS'  major  competitors  for  mortgage  loan  servicing  systems  include 
Data-Link  Systems,  Inc.  (acquired  by  FIserv  from  Mellon  Bank)  and 
Computer  Power,  Inc.  (acquired  by  Systematics  in  early  1992). 

Major  front-end  competitors  include  InterLink,  Gallager,  Stockholder 
Systems  Inc.  and  ALE. 
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Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
5,522  (12/94) 
$970,723,000 
12/31/94 


Key  Points 

• Lotus  Development  Corporation  (Lotus)  is 
one  of  the  three  largest  makers  of  personal 
computer  software. 


• In  June  1995,  IBM  announced  its  intent  to 
purchase  Lotus  for  $3.52  billion  in  cash. 
Lotus  has  agreed  to  be  acquired  by  IBM. 
Completion  of  the  transaction  will  result  in 
the  biggest  software  deal  ever. 


• In  1994,  Lotus  introduced  a new  business 
group— Public  Networks  and  Inter- 
enterprise Computing — to  help 


organizations  share  information  from  both 
within  and  between  enterprises 

• Due  to  the  increasing  importance  of  Lotus 
Notes  to  the  company’s  communications 
business,  in  1994  Lotus  acquired  Iris 
Associates,  the  original  developers  of  Notes. 

• During  1994,  Lotus  also  acquired 
Soft*Switch  in  a move  to  improve  its 
communications  product  line. 

• In  May  1994,  Lotus  introduced  a new  sales 
program  called  the  Passport  Program,  in  an 
effort  to  simplify  volume  purchases  on  a 
worldwide  basis. 
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Company  Description 

Lotus  was  founded  in  1982  by  Mitch  Kapor 
and  is  employed  in  the  development  and 
manufacturing  of  software  and  services  for 
business  organizations,  federal  agencies  and 
individuals.  The  company’s  products  and 
services  consist  of  desktop  applications 
products  and  communications  products  and 
services  and  consulting. 

The  company’s  initial  product — Lotus  1-2- 
3 — was  first  introduced  in  January  1983  and 
has  shipped  over  18.4  million  units  to-date. 

Organization  and  Structure 

Lotus  has  three  major  business  groups: 

• Desktop  Business  Group — Ilene  Lang  is  the 
senior  vice  president  of  this  group. 

• Communications  Business  Group — John 
Landry  is  the  senior  vice  president  of  this 
business  group. 

• Public  Networks  and  Inter-enterprise 
Computing  Group — This  group  was 
launched  by  Lotus  in  1994  in  an  effort  to 
exploit  new  opportunities  in  providing 
business  information  and  conduct  business 
transactions  over  public  electronic  networks. 

The  company’s  U.S.  headquarters  are  in 
Cambridge  (MA). 

The  company’s  U.S.  manufacturing  facility  is 
located  in  North  Reading  (MA).  A facility  in 
Dublin  (Ireland)  is  used  for  the  manufacturing 
of  European  products,  while  one  in  Singapore 
is  used  for  the  company’s  Japanese  and 
Pacific  Rim  countries. 


Company  Strategy 

Lotus  has  addressed  the  slowdown  in  sales  of 
DOS  and  stand-alone  applications  by 
developing  new  applications  for  networking 
and  communications-based  computing.  The 
company  is  a leader  in  the  field  of  PC-based 
communications  and  workgroup  computing 
software. 

Lotus’  purchase  of  cc:Mail  in  1991  for  $32 
million,  has  been  the  company’s  biggest 
success  since  Lotus  1-2-3  and  by  some 
estimates,  has  a 50%  market  share  in 
electronic  mail  applications. 

In  1994,  Lotus  launched  a new  business  area 
following  its  agreement  with  AT&T,  that  is 
designed  to  exploit  the  explosive  growth 
opportunities  in  the  use  of  the  public  Internet 
for  messaging  and  information  distribution. 
The  agreement  calls  for  Lotus  to  create,  and 
AT&T  to  market  AT&T  Network  Notes. 

The  company’s  product  strategy  is  to  develop 
products  internally.  However,  the  company 
believes  in  acquiring  base  technology  through 
acquisitions  and  relationships  in  order  to  get 
new  products  to  market  quickly  and  to 
respond  to  technological  advances  in  a timely 
manner. 

Financials 

Lotus’  1994  revenue  was  $970.7  million,  down 
1%  from  1993  revenue  of  $981  million.  A net 
loss  of  $20.9  million  was  reported  for  1994, 
compared  with  a net  income  of  $55.5  million 
in  1993. 

A five-year  financial  summary  appears  on  the 
following  page. 
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Lotus  Development  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$971 

$981 

$900 

$829 

$685 

• Percent  change  from 
previous  year 

(1%) 

9% 

9% 

20% 

24% 

Income  (loss)  before  taxes 

$5.6 

$101.7 

$120 

$67.6 

$52.8 

• Percent  change  from 
previous  year 

(94%) 

(15%) 

77% 

28% 

(37%) 

Net  income  (loss) 

($20.9) 

(a) 

$55.5 

$80.4 

$58.9 

$67.9 

• Percent  change  from 
previous  year 

(138%) 

(30%) 

86% 

85% 

(66%) 

Earnings  (loss)  per  share 

($0.44) 

(a) 

$1.24 

$1.87 

$0.98 

$0.54 

• Percent  change  from 
previous  year 

(135%) 

(34%) 

91% 

81% 

(66%) 

(a)  Include  a non-tax  deductible  charge  to  operations  of  $67.9  million,  or  $1.40  per  share,  for  purchased 
research  and  development  related  to  the  acquisitions  of  Soft*Switch,  Inc.  and  Edge  Research,  Inc.  1994 
amounts  also  include  a restructuring  charge  of  $9  million  on  a pre-tax  basis  and  $5.8  million,  or  $0. 12  per 
share,  on  an  after-tax  basis. 


Revenue  from  desktop  applications  in  1994 
declined  by  20%  from  1993.  This  decline  is 
attributed  primarily  to  severe  competition  as 
well  as  the  continuing  migration  of  users  from 
DOS-based  to  Windows-based  applications. 

Revenue  from  communications  products  and 
services  increased  by  94%.  The  primary 
reason  for  this  sharp  growth  is  the  expansion 
of  the  client/server  market,  which  has  led  to 
increased  demand  for  networked  applications 
such  as  Notes. 

Research  and  development  expenses  were 
approximately  $158.7  million,  $126.9  million 
and  $118.3  million  in  1994,  1993  and  1992 
respectively. 


Interim  Results 

Revenue  for  the  three  months  ending  April  1, 
1995  was  $202.6  million,  an  18%  decrease 
from  $247  million  for  the  same  period  a year 
ago.  A net  loss  of  $17.5  million  was  reported 
for  the  first  quarter  of  1995,  a 182%  decrease 
from  net  income  of  $21.3  million  for  the  same 
period  in  1994. 

Desktop  revenues  accounted  for 
approximately  $118  million  (58%)  of  revenue, 
while  communications  revenue  contributed 
about  $85  million  (42%  of  revenue). 

Revenue  Analysis  by  Product/ Service 
In  1994,  desktop  applications  accounted  for 
$621.2  million  (64%  of  revenue)  and 
communications  products  and  services 
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accounted  for  about  $349.5  million  (36%  of 

revenue). 

• Sales  of  Lotus  SmartSuite,  accounted  for 
46%  of  the  Windows  desktop  applications 
revenue  in  1994. 

• Windows-based  desktop  applications 
revenue  remained  unchanged  in  1994. 

• DOS  desktop  applications  revenue, 
primarily  from  Lotus  1-2-3  dropped  by 
approximately  $135  million  in  1994. 

• Lotus  Notes  was  a major  contributor  to  the 
communications  product  revenue  in  1994. 


Market  Financials 

Lotus  serves  customers  across  all  major 
vertical  markets  including — discrete 
manufacturing,  consulting,  finance  & 
banking,  federal,  insurance,  health,  process 
manufacturing,  wholesale,  state  and  local 
government,  transportation, 
telecommunications,  retail,  utilities  and 
miscellaneous. 

Geographic  Markets 

A three-year  geographic  source  of  revenue 
summary  is  shown  below. 


Lotus  Development  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$544.5 

56% 

$531.5 

54% 

$494.6 

55% 

Asia/Pacific 

173.0 

18% 

149.7 

15% 

116.2 

13% 

Europe/other 

258.5 

27% 

308.9 

31% 

300.0 

33% 

(Eliminations) 

(5.3) 

(1%) 

(9.0) 

(1%) 

(10.7) 

(1%) 

Total  Revenue 

$970.7 

100% 

$981.1 

100% 

$900.1 

100% 

Consolidated  international  sales  were  $428 
million  in  1994.  No  international  customer 
accounted  for  more  than  10%  of  total 
revenues. 

Acquisitions 

In  September  1994,  Lotus  acquired  Edge 
Research,  Inc.,  a privately  held  developer  of 
applications  development  tools  for  Lotus 
Notes,  for  approximately  $5.4  million  in  cash. 
The  transaction  was  accounted  for  as  a 
purchase. 


In  July  1994,  Lotus  acquired  Soft*Switch,  Inc. 
for  approximately  $64.3  million  in  cash,  $8 
million  of  assumed  Labilities  and  $5.2  million 
of  deferred  tax  liabilities.  Soft*Switch  is  a 
privately  held  developer  of  electronic  mail 
message  switches.  The  acquisition  was 
accounted  for  as  a purchase. 

In  May  1994,  Lotus  completed  its  acquisition 
of  Iris  Associates,  Inc.,  a privately  held 
developer  of  Lotus  Notes,  for  approximately 
1.4  million  shares  of  Lotus  common  stock. 

The  transaction  was  accounted  for  as  a 
pooling  of  interests. 
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During  April  1993,  Lotus  acquired  San 
Francisco-based  Vanguard  Business  Solutions 
Inc.,  a $3.5  million  networking  consulting 
firm. 

In  June  1993,  Lotus  acquired  closely-held 
Approach  Software  Corporation  for  about  $23 
million  in  cash.  Approach  marketed  a 
database  program  that  would  broaden  Lotus’ 
position  in  the  database  market.  The 
transaction  was  accounted  for  as  a purchase. 

Employees 

As  of  January  1995,  Lotus  employed  5,522 
people,  with  1,811  located  outside  the  U.S. 

Employees  are  segmented  as  follows: 


Product  development 1,601 

Marketing,  sales  and  support 2,840 

Manufacturing 502 

Finance 579 

5,522 


Key  Products  and  Services 

Lotus’  products  and  services  are  described 
below: 

Desktop  Products 

Lotus’  desktop  applications  are  available  in 
various  product  combinations  or  suites  under 
the  SmartSuite  product  line.  SmartSuite  for 
Windows  is  a complete  Windows  solution  that 
includes  the  latest  versions  of  Lotus  1-2-3, 
Freelance  Graphics,  AmiPro,  Lotus  Approach 
and  Lotus  Organizer. 

SmartSuite  provides  users  with  a single 
means  of  purchasing,  installing  and 
supporting  an  integrated  suite  of  applications. 

Spreadsheet  Products 

Lotus  1-2-3,  the  company’s  initial  product, 

was  introduced  in  1983.  1-2-3  integrates 


spreadsheet,  graphics  and  database  functions 
in  one  resident  software  package. 

Lotus  1-2-3  is  the  company’s  best-selling 
product  and  is  available  across  most  operating 
platforms,  including  Windows,  DOS  , 
Macintosh  , OS/2  and  UNIX.  The  company 
has  shipped  approximately  18.4  million  units 
of  1-2-3  to-date. 

• 1-2-3  for  UNIX  is  available  for  the 
workstations  offered  by  Sun  Microsystems, 
Digital  Computer,  Hewlett-Packard,  IBM 
and  Motorola. 

• Lotus  offers  a special  edition  of  1-2-3  for  the 
home  computer  user  called  1-2-3  Home. 

Lotus  also  markets  Lotus  Improv.  Improv  is  a 
spreadsheet  that  offers  dynamic  views  and 
analysis  of  information.  It  allows  the  user  to 
hide,  rearrange,  show,  collapse  and  expand 
the  spreadsheet  and  its  components.  Improv 
offers  an  innovative  user  interface  and  is 
available  currently  on  the  Windows  and  NeXT 
platforms. 

Presentation  Graphics  Products 
Lotus’  Freelance  Graphics  is  an  award- 
winning presentation  graphics  package 
designed  to  give  business  users  the  easiest 
and  most  effective  process  for  creating 
professional-looking  presentations. 

Freelance  is  used  to  create  and  display 
graphical  information,  including  displays  of 
data  generated  or  manipulated  by  Lotus’ 
spreadsheet  products.  Lotus  currently 
markets  DOS,  Windows  and  OS/2  versions  of 
Freelance  Graphics. 

Lotus  also  offers  SmartPics  for  Windows,  a 
clip-art  library  with  browser  for  Windows 
applications. 
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Word  Processing  Products 

Lotus  Ami  Pro  3.1  is  the  latest  version  of 
Lotus’  word  processor  for  the  Windows 
environment. 

Ami  Pro  pioneered  the  use  of  smart  icon 
technology  and  includes  networking  and 
electronic  mail  applications.  It  offers 
advanced  word  processing  features  such  as 
Fast  Format,  SmartMerge  and  CleanScreen. 

Database  Management  Products 
Lotus  Approach  3.0  for  Windows  is  the  latest 
release  of  the  application.  Approach  is  a 
database  application  software  package 
offering  interactive  tools  to  make  it  easier  for 
users  to  design  reports.  Approach  also  makes 
format  choice  easier,  reading  virtually  any 
database  format. 

In  the  corporate  market,  Approach  is  used  as 
a front-end  to  corporate  databases  on  Oracle, 
SQLServer,  FoxPro,  dBase,  Paradox  and  DB2. 
It  also  supports  the  Open  Database 
Connectivity  (ODBC)  standard,  but  adds  to 
this  specification  its  Approach  PowerKey 
technology  which  offers  transparent  data 
access  and  full  functionality  of  the  parent 
database. 

Personal  Information  Management  Products 

Lotus  Organizer  is  Lotus’  Windows-based 
personal  information  management  (PIM) 
product.  Organizer  2.0  for  Windows  is  the 
latest  version  of  the  product.  It  combines  the 
familiar  look  and  feel  of  a “traditional” 
physical  organizer  with  the  additional  power 
of  a flexible  GUI. 

Using  Lotus’  core  windows  product  features, 
such  as  Smartlcons  and  Mail  enabling,  Lotus 
Organizer  makes  it  easy  to  integrate 
calendaring,  daily  planning  and  organization, 
time  management,  referencing  and  updating 
contact  lists  along  with  taking  random  notes. 


Lotus  Agenda  is  a DOS-based  personal 
information  management  product.  Agenda 
helped  define  the  PIM  software  category  for 
DOS  in  the  late  1980s. 

Communications  Products  and  Services 
Lotus  Notes  is  the  company’s  workgroup 
computing  product.  It  is  a software 
application  that  allows  users  of  clients  to 
communicate  securely,  over  a LAN  or 
telecommunications  link,  with  a database  of 
documents  residing  on  a shared  computer  or 
server.  As  of  January  1,  1995,  there  were 
approximately  1.35  million  Notes  users. 

cc:Mail  is  Lotus’  electronic  mail  system  with 
over  6.5  million  users.  cc:Mail  runs  on  DOS, 
Windows,  Macintosh,  OS/2  and  UNIX 
providing  transparent  connectivity  to  major 
private  and  public  mail  systems. 

cc:Mail  runs  on  leading  network  operating 
systems,  including  Novell  NetWare,  Microsoft 
LAN  Manager,  Appletalk,  OS/2  LAN  Server 
and  Banyan  Vines.  The  product  offers 
gateways  including:  Novell  MHS,  IBM 
PROFS,  SMTP/UNIX,  3COM,  MCI,  AT&T  and 
Sprint. 

NotesSuite  was  introduced  in  November  1994 
and  is  a combination  of  SmartSuite  for 
Windows,  a Notes  client  and  the  NotesSuite 
Application  Collection.  The  NotesSuite 
Application  Collection  is  a set  of  Notes 
applications  that  integrate  Notes  and 
SmartSuite  desktop  applications 

Lotus  Messaging  Switch  is  a UNIX-based 
multi-protocol  messaging  switch  that  Lotus  is 
offering,  as  a result  of  the  Soft*  Switch 
acquisition  in  July  1994. 

Soft*Switch  Central  is  a mainframe-based 
enterprise  network  switch  that  links 
electronic  messaging  systems.  This  switch 
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was  also  acquired  as  a result  of  the 
Soft*Switch  acquisition. 

Lotus  Notes/cc:Mail  Communications  Server 
(CommServer)  is  the  company’s  server  that 
will  provide  integration  of  the  Notes  and 
cc:Mail  environments  with  common 
management,  directories  and  administration. 

Public  Networks  and  Inter-Enterprise 
Computing 

This  is  Lotus’  new  business  area  that  is 
currently  under  development.  This  business 
was  founded  in  1994,  after  Lotus’  agreement 
with  AT&T  to  develop  a product  called  AT&T 
Network  Notes.  This  product  is  suitable  for 
small  workgroups  as  well  as  larger  customers 
and  is  scheduled  to  be  shipped  in  1995. 

Lotus  will  also  work  on  developing  the 
InterNotes  group  of  products,  integrating 
Notes  with  Internet  applications. 

Support  and  Services 

Lotus  Consulting  Services  Group  (LCSG)  is 
Lotus’  professional  services  organization  that 
is  designed  to  assist  customers  worldwide  in 
maximizing  their  computer  resources.  Lotus 
designs  solutions  to  unique  business  problems 
and  offers  project  management  for  Notes  and 
customer  training. 

The  Lotus  Education  organization  offers 
various  training  and  education  programs  to 
the  company’s  customers. 

Lotus  also  offers  technical  support  worldwide 
through  its  support  organization.  The 
company  offers  free-warranty  support  as  well 
as  fee-based  programs. 

Lotus  Institute  provides  customers  with 
research  and  analysis  on  emerging 
organizational,  business  and  technological 
trends. 


Marketing  and  Sales 

Lotus  sells  its  products  through  the  following 
four  distribution  channels: 

Original  equipment  manufacturers 
(OEMs) 

Value  added  resellers  (VARs) 

Directly  to  users 
Reseller  channels 

In  1994,  the  company  established  a Passport 
program  that  is  projected  to  increase  sales 
through  the  reseller  channel  and  decrease 
direct  sales.  The  program  is  intended  to 
facilitate  and  simplify  volume  purchases  by 
corporate  customers  on  a worldwide  basis. 

Lotus  has  established  a network  of  business 
partners  that  provide  networked  computing 
solutions  and  services  to  customers. 

Lotus  sells  its  products  to  PC  manufacturers 
through  its  original  equipment  distribution 
channel.  The  idea  is  to  lock  in  first-time  users 
and  establish  brand  loyalty  to  Lotus. 

Lotus  targets  system  integrators  specializing 
in  network-based  applications,  through  its 
VAR  sales  channel. 

Notes  and  cc:Mail  are  sold  by  specialized  sales 
personnel. 

As  of  January  1,  1995,  Lotus  had  43  North 
American  sales  offices  with  sales  support  staff 
of  620,  and  48  foreign  sales  offices  in  37 
countries  with  a sales  support  staff  of 
approximately  440.  The  company’s  worldwide 
customer  support  organization  employs  over 
830  people. 

Lotus  targets  its  products  to  Fortune  1000 
companies,  government  agencies  and 
individuals. 
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Alliances 

Lotus  entered  into  the  following  major 
alliances  during  the  last  two  years: 

In  November  1994,  Lotus  announced  its 
agreement  with  Hewlett-Packard  (HP),  under 
which  the  two  companies  will  work  together 
in  four  areas — integrating  electronic- 
messaging,  groupware  and  network,  and 
system  management  products;  sales  and 
marketing;  consulting/systems  integration 
services;  and  support. 

In  November  1994,  Lotus  formed  a worldwide 
agreement  with  HP,  whereby  HP  will 
purchase  Lotus  products  valued  at  over  $15 
milhon  over  a three-year  period.  HP  will  also 
purchase  Lotus  maintenance  contracts  and 
support  services. 

In  March  1994,  Lotus  entered  into  an 
agreement  with  AT&T  that  calls  for  Lotus  to 
develop  and  AT&T  to  market  a product  known 
as  AT&T  Network  Notes,  which  is  currently 
under  development. 

Competition 

Principal  competitors  are  major  software 
companies  such  as  Microsoft,  Novell,  Software 
Publishing  and  Borland. 

Lotus  pricing  may  be  impacted  by  competitors 
discounts,  low-priced  upgrades  and  multi- 
product purchases. 


INPUT  Assessment 

The  transition  to  Windows  has  been 
exceptionally  difficult  for  many  software 
companies.  Lotus  has  had  a solid  strategy  in 
place  to  weather  the  transition  to  Windows,  in 
spite  of  its  continued  decline  in  DOS-based 
product  sales.  In  addition,  Lotus  has  found 
market  success  with  its  SmartSuite 
application  suite,  which  is  now  at  a run  rate  of 
36%  of  Windows  application  sales. 

Lotus  has  agreed  to  be  acquired  by  IBM.  The 
completion  of  the  transaction  will  mark  the 
end  of  independence  for  Lotus  whose  Lotus  1- 
2-3  spreadsheet  helped  launch  the  personal 
computer  industry. 

It  has  been  announced  that  Lotus  Chairman 
Jim  Manzi  will  be  part  of  the  deal,  and  will  be 
both  Lotus’  CEO  and  an  IBM  senior  vice 
president. 

Although  the  deal  is  not  being  challenged  by 
anyone  (including  Justice),  it  has  many 
implications  for  the  personal  computer 
industry — issues  such  as  what  this  means  to 
the  future  of  IBM’s  OS/2  Warp  (vs.  Microsoft’s 
Windows)  and  what  an  IBM-sponsored  Lotus 
Notes  product  will  do  to  the  market  for 
Microsoft’s  Exchange  groupware — a rival  to 
Notes — that  is  expected  to  be  introduced  by 
the  end  of  1995. 
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COMPANY 

PROFILE 


LOTUS  DEVELOPMENT 
CORPORATION 


President  & CEO: 
Status: 

NASDQ  Symbol: 
FYE: 

Revenues: 

Employees: 


Jim  Manzi 


Cambridge,  MA  02142 
Telephone:  (617)577-8500 

Fax:  (617)225-0890 


55  Cambridge  Parkway 


Public 

LOTS 


12/31/93 

$981,000,000 

4,700 


Key  Points 


• Lotus  Development  Corporation  (Lotus)  is  one  of  the  three  largest 
makers  of  personal  computer  software. 

• In  January  1994,  Coopers  & Lybrand  announced  it  had  signed  a pact 
with  Lotus  to  standardize  applications  worldwide  with  up  to  40,000 
copies  of  Lotus  SmartSuite  for  Windows  and  Notes  groupware  over 
the  next  five  years. 

• Lotus'  revenues  increased  to  S981  million  in  1993  and  net  income 
rose  to  $75.4  million. 

• In  June  1993,  Lotus  acquired  closely  held  Approach  Software 
Corporation  for  about  $20  million  and  undisclosed  performance 
payments  over  the  next  two  years.  Approach  markets  a database 
program  that  will  broaden  Lotus'  position  in  the  database  market. 

• During  April  1993,  Lotus  acquired  San  Francisco-based  Vanguard 
Business  Solutions  Inc.,  a $3.5  million  networking  consulting  group. 

• In  January  1994,  Lotus  announced  the  Freelance  Graphics  for 
Windows  SmartMaster  Business  Pack,  a package  of  presentation 
styles  and  clip-art  images. 

• In  September  1993,  the  CD  ROM  financial  information  services 
division  within  Lotus  went  private.  The  new  entity,  OneSource 
Information  Services,  Inc.  is  primarily  owned  by  its  150  employees, 
although  Lotus  retains  an  equity  stake. 
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Company 

Description 


Financials 


Lotus  was  founded  in  1982  by  Mitch  Kapor  and  is  employed  in  the 
development  and  manufacturing  of  software  and  services  for  business 
organizations,  federal  agencies  and  individuals. 

The  Company's  products  consist  of  spreadsheets,  word  processing, 
graphics,  electronic  mail  and  consulting. 

The  company's  initial  product,  Lotus  1-2-3,  was  shipped  in  January  1983 
and  by  1993  had  shipped  11  million  units  and  been  translated  into  25 
different  languages. 


Lotus'  1993  revenue  reached  $981  million,  up  9%  from  1992  revenues 
of  $900  million.  Net  income  rose  32%  to  reach  $75.4  million  before 
one  time  charges.  Net  income  for  1993,  including  a charge  of  $19.9 
million  related  to  the  acquisition  of  Approach  Software,  was  $55.5 
million. 

International  revenues  were  flat  in  1993  although  there  was  an  the 
economic  slump  in  Europe  and  Japan.  International  revenues 
accounted  for  approximately  50%  of  1993  revenues. 

Product  development  costs  of  $183  million  remained  unchanged  and 
the  Company  believes  these  expenses  will  level  off  in  the  future. 

Sales  of  Windows-based  products  increased  by  132%  and  now  account 
for  65%  of  sales.  Lotus  DOS  sales  declined  38%.  Sales  of  Lotus 
SmartSuite,  accounted  for  37%  of  Windows  revenue. 

A five-year  financial  summary  follows: 
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LOTUS  DEVELOPMENT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

12/93 

12/92 

12/91 

12/90 

12/89 

Revenue 

Percent  increase 

$981 

$900 

$829 

$685 

$556 

from  previous  year 

9% 

9% 

20% 

24% 

19% 

Income  before  taxes 
Percent  increase 

$101.7 

$120 

$67.6 

$52.8 

$85 

from  previous  year 

(15%) 

77% 

28% 

(37%) 

Net  income 

Percent  increase 

$55.5 

$80.4 

$58.9 

$67.9 

23.3 

from  previous  year 

(30%) 

86% 

85% 

(66%) 

15% 

Earnings  per  share 
Percent  increase 

$1.24 

$1.87 

$0.98 

$0.54 

$1.61 

from  previous  year 

(34%) 

91% 

81% 

(66%) 

25% 

Market  Financials  Lotus'  revenue  from  vertical  industries  (as  of  December  1993)  is  as 

follows: 


Discrete  Manufacturing 

15% 

Consulting 

14% 

Finance  & Banking 

12% 

Federal 

9% 

Insurance 

8% 

Education 

7% 

Health 

7% 

Process  Manufacturing 

7% 

Wholesale 

4% 

State/Local 

4% 

Transportation 

3% 

Telecommunications 

3% 

Retail 

3% 

Utilities 

2% 

Miscellaneous 

2% 
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Geographic  The  table  below  shows  a three-year  geographic  source  of  revenues. 

Markets 

LOTUS  DEVELOPMENT 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
(S  Millions) 


FISCAL  YEAR 

REGION 

1993 

1992 

1991 

North  America 

$540 

55% 

$494 

55% 

$446 

54% 

Asia/Pacific 

$128 

13% 

$116 

13% 

$117 

14% 

Europe 

$313 

32% 

$300 

32% 

$264 

32% 

Total  Revenue 

$981 

$900 

$828 

Consolidated  international  sales  were  $441  million  in  1993.  No 
international  customer  accounted  for  more  than  10%  of  total  revenues. 

Recurring  revenues,  such  as  software  upgrades,  accounted  for  7.8%  of 
Lotus'  business  three  years  ago.  However,  according  to  Jim  Manzi, 
recurring  revenue,  largely  in  the  form  of  maintenance  contracts  on 
Notes  and  cc:Mail,  accounted  for  18%  of  revenue  and  is  expected  to 
reach  30%  sometime  in  1995. 


Operations  and  The  Company's  U.S.  headquarters  are  located  in  Cambridge, 
structure  Massachusetts. 

The  Company's  international  manufacturing  operations  are  located  in 
Dublin,  Ireland  and  Singapore. 

The  Company's  U.S.  manufacturing  is  located  in  Reading, 
Massachusetts.  In  December  1992,  the  company  announced  it  was 
closing  its  distribution  facilities  in  Puerto  Rico  and  transferring  them  to 
North  Reading,  Massachusetts. 

Dublin,  Ireland  is  used  for  the  manufacturing  of  European  products, 
while  Singapore  is  used  for  the  Company's  Japanese  and  Pacific  Rim 
countries. 
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Organization  Chart 


Edwin  Gillis 
Sr.  V.P. 
Finance  and 
Administration 
CFO 


Employees 


Strategy 


As  of  January  1994,  Lotus  employed  4,700  people,  with  1,400  located 
outside  the  country.  The  percentage  breakdown  is  the  following: 


Product  development 

25% 

Sales 

51% 

Manufacturing 

13% 

Finance 

11% 

Lotus  will  continue  to  address  the  slow-down  in  sales  of  DOS  and 
standalone  applications  by  developing  new  applications  for  networking 
and  communications-based  computing.  The  company  is  a leader  in  the 
emerging  field  of  PC-based  communications  and  workgroup  computing 
software. 

Lotus’  purchase  of  cc:  Mail,  in  1991,  for  $32  million,  has  been  the 
company’s  biggest  success  since  Lotus  1-2-3  and  by  some  estimates,  has 
a 50%  market  share  in  electronic  mail  applications. 

In  1992,  Lotus  announced  its  Companion  Products  strategy  which 
would  link  advanced  network  technologies  with  users  of  Notes  and 
cc:Mail. 

Lotus  will  continue  to  upgrade  its  word  processing  products  to  take 
advantage  of  the  growing  installed  base  of  the  Windows  word 
processing  market. 

Lotus  will  seek  to  exploit  the  trend  to  wireless  hardware  devices  such  as 
notebook,  palmtop  and  pen-based  computers.  In  1993,  Lotus 
announced  it  will  work  with  McCaw  Cellular  Communications  to 
provide  wireless  computing  solutions  based  on  Cellular  Digital  Packet 
Data  (CDPD)  network  technology. 
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Acquisitions 


Alliances 


Divestitures 


During  April  1993,  Lotus  acquired  San  Francisco-based  Vanguard 
Business  Solutions  Inc.,  a S3.5  million  networking  consulting  group. 

In  June  1993,  Lotus  acquired  closely  held  Approach  Software 
Corporation  for  about  $20  million  and  undisclosed  performance 
payments  over  the  next  two  years.  Approach  markets  a database 
program  that  will  broaden  Lotus'  position  in  the  database  market. 

In  December  1990,  Lotus  acquired  Samna  Corporation-developers  of 
word  processing  software,  for  $65  million. 


In  November  1993,  Lotus  and  IBM  announced  an  expanded  strategic 
agreement  under  which  IBM  will  sell  SmartSuite  for  OS/2. 

Lotus  recently  announced  a new  strategy  to  seek  partnerships  with  any 
vendor  seeking  to  integrate  workflow  software  with  Lotus  Notes.  Lotus 
will  work  jointly  with  Powersoft  Corporation  to  develop  PowerBuilder 
Library  for  Lotus  Notes,  a product  that  will  extend  the  reach  of  Notes 
databases  beyond  Notes-only  applications. 

Lotus  also  announced  joint  development  and  marketing  agreements 
with  the  following  vendors: 

Delrina  Technology 
ELF  Technologies 
FileNet  Corporation 
IET  Intelligent  Electronics 
Quality  Management  Inc. 

Reach  Software  Corporation 
ViewStar  Corporation 


In  September  1993,  the  CD  ROM  financial  information  services 
division  within  Lotus  went  private.  The  new  entity,  OneSource 
Information  Services,  Inc.  is  primarily  owned  by  its  150  employees, 
although  Lotus  retains  an  equity  stake. 
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Key  Products  and 
Services 


Electronic  Mail 

cc:Mail,  Lotus'  electronic  mail  system  is  a leading  LAN-based 
electronic  mail  product  with  more  than  3 million  seats  installed  and 
approximately  33%  market  share.  cc:Mail  runs  on  DOS,  Windows, 
Macintosh,  OS/2  and  UNIX  providing  transparent  connectivity  to 
major  private  and  public  mail  systems.  cc:Mail  runs  on  leading  network 
operating  systems,  including  Novel  NetWare,  Microsoft  LAN  Manager, 
Appletalk,  OS/2  LAN  Server  and  Banyan  Vines.  The  product  offers 
gateways  including:  Novell  MHS,  IBM  PROFS,  SMTP/UNIX,  3COM, 
MCI,  AT&T  and  Sprint. 

Lotus  Notes 

Lotus  Notes  is  described  as  groupware,  however,  Lotus  Development 
describes  Notes  as  a client/server  environment.  Notes  is  a software 
application  that  allows  users  of  clients  to  communicate  securely,  over  a 
LAN  or  telecommunications  link,  with  a database  f documents  residing 
on  a shared  computer  or  server.  Since  its  introduction  in  1989,  Lotus 
Notes  has  been  widely  acclaimed  for  its  ability  to  enable  workgroups  to 
access,  track,  share  and  organize  information  across  diverse  computing 
platforms  and  geographical  boundaries.  Lotus  is  forecasting  sales  of 
600,000  copies  of  Notes  in  fiscal  1994. 

Spreadsheet  Products: 

Lotus  1-2-3,  the  company's  initial  product,  was  introduced  in  1983.  1-2- 
3 integrates  spreadsheet,  graphics  and  database  functions  in  one 
memory-resident  software  package. 

Lotus  1-2-3  is  the  Company's  best  selling  product  and  is  available 
across  most  operating  platforms,  including  Windows,  DOS,  Macintosh, 
OS/2  and  UNIX. 

• 1-2-3  for  UNIX  is  available  for  the  workstations  offered  by  Sun 
Microsystems,  Digital  Computer,  Hewlett  Packard,  IBM  and 
Motorola. 

• Lotus  offers  a special  edition  of  1-2-3  for  the  home  computer  user 
called  1-2-3  Home- 

Lotus  also  markets  Lotus  Improv.  Improv  is  a new  spreadsheet  that 
offers  dynamic  views  and  analysis  of  information.  It  allows  the  user  to 
hide,  rearrange,  show,  collapse  and  expand  the  spreadsheet  and  its 
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components.  Improv  offers  an  innovative  user  interface  and  is 
available  currently  on  the  Windows  and  NeXT  platforms. 


Graphics  Products: 

Lotus'  Freelance  Graphics  is  an  award  winning  presentation  graphics 
package  designed  to  give  business  users  the  easiest  and  most  effective 
process  for  creating  professional-looking  presentations.  Freelance  is 
used  to  create  and  display  graphical  information,  including  displays  of 
data  generated  or  manipulated  by  Lotus'  spreadsheet  products.  Lotus 
currently  markets  DOS,  Windows  and  OS/2  versions  of  Freelance 
Graphics. 

Freelance  Graphics  for  Windows  3.0  incorporates  multimedia 
technolog)'  for  business  presentations,  allowing  business  users  to  add 
impact  to  their  presentations  with  animated  transitions,  sound  effects 
and  full-motion  video. 

The  following  exhibit  shows  Lotus  products  by  category. 
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EXHIBIT  B 

LOTUS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

Spreadsheet  Products 

Lotus  1 -2-3 
Lotus  Improv 

Integrated  spreadsheet  for  multiple 
platforms 

Spreadsheet  for  Windows  and  NeXT 
platforms 

Graphics  Products 

Freelance 

Graphics  and  presentation  management  tool 

Word  Processing  Products 

Ami  Professional 

High-end  word  processor 

Communications  Products 

Lotus  Notes 
cc:Mail 

Network  access  tool  for  shared  information 
LAN-based  electronic  mail  product 

Personal  Information 
Managers 

Lotus  Organizer 
Lotus  Agenda 

Windows  Personal  information  management  tool 
DOS-based  Personal  information  management  tool 

Database  Products 

Approach 

Database  application  for  Windows 

Word  Processing  Products: 

Lotus  Ami  Pro  3.0  is  the  latest  version  of  Lotus'  word  processor  for  the 
Windows  environment. 

Ami  Pro  pioneered  the  use  of  smart  icon  technology  and  includes 
networking  and  electronic  mail  applications. 

Ami  Pro  offers  advanced  word  processing  features  such  as  Fast  Format, 
SmartMerge  and  CleanScreea 

Personal  Information  Organizers 

Lotus  Organizer  is  Lotus'  Windows-based  personal  information 
management  (PIM)  product.  Organizer  combines  the  familiar  look  and 
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feel  of  a "traditional"  physical  organizer  with  the  additional  power  of  a 
flexible  GUI.  Using  Lotus'  core  windows  product  features,  such  as 
Smartlcons  and  Mail  enabling,  Lotus  Organizer  makes  it  easy  to 
integrate  calendaring,  daily  planing  and  organization,  time 
management,  referencing  and  updating  contact  lists  along  with  taking 
random  notes. 

Lotus  Agenda  is  a DOS-based  personal  information  management 
product.  Agenda  helped  define  the  PIM  software  category  for  DOS  in 
the  late  1980s. 

SmartSuite 

SmartSuite  for  Windows  is  a complete  Windows  solution  that  includes 
the  latest  versions  of  Lotus  1-2-3,  Freelance  Graphics,  Ami  Pro,  Lotus 
Approach  and  a cc:Mail  Single  User  Pack.  SmartSuite  provides  users 
with  a single  means  of  purchasing,  installing  and  supporting  an 
integrated  suite  of  applications. 

Database  Products 

Lotus  Approach  2.1  has  been  described  as  a breath  of  fresh  air  in  the 
database  market.  Approach  is  a database  application  software  package 
offering  powerful  interactive  tools  to  make  it  easier  for  users  to  design 
reports.  Approach  also  makes  format  choice  easier,  reading  virtually 
any  database  format. 

In  the  corporate  market,  Approach  is  used  as  a front  end  to  corporate 
databases  on  Oracle,  SQL  server,  FoxPro,  dBase,  Paradox  and  DB2.  It 
also  supports  the  Open  Database  Connectivity  (ODBC)  standard,  but 
adds  to  this  specification  its  Approach  PowerKey  technology  which 
offers  transparent  data  access  and  full  functionality  of  the  parent 
database. 

Other  Products 

Symphony  is  Lotus'  leading  integrated  software  package,  comprising  a 
spreadsheet,  word  processing,  graphics,  database  and  communications 
function. 

Lotus  Realtime  manages  multiple  real-time  server  programs  to 
facilitate  complex  mathematical  analysis  and  advanced  trading 
strategies  using  1-2-3. 

SmartPics  for  Windows  is  an  extensive  clip-art  library.  SmartPics  is 
designed  to  provide  users  with  the  easiest  and  fastest  means  for  adding 
visuals  to  Windows  documents  and  presentation  materials. 
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Marketing  and 
Sales 


Magellan  is  a disk  management  utility  for  personal  computers. 

Multimedia  SmartHelp,  for  1-2-3  for  Windows  on  CD  ROM,  is  an 
multimedia  product  that  combines  text,  sound  and  animation  to  offer 
users  of  1-2-3  for  Windows,  new  ways  to  use  and  learn  about  the 
product. 

CD/Networker  provides  a high-performance,  cost  effective,  network- 
based  solution  for  multiple  users  to  access  and  share  CD  ROMs  on  a 
LAN. 

Lotus  Add-In  Toolkits  provide  a broad  set  of  programming  tools  that 
allow  developers,  VARs  and  independent  software  vendors  to  create 
tightly  integrated  applications  with  Lotus  products. 

Lotus  DataLens  technology  provides  transparent  multivendor  data 
access  across  hardware  and  operating  system  platforms  enabling  Lotus 
users  to  easily  integrate  data  into  their  spreadsheets  for  analysis, 
manipulation  and  storage. 

Consulting  Services 

Lotus  Consulting  Services  Group  (LCSG)  is  designed  to  assist 
customers  in  maximizing  their  computer  resources.  Lotus  designs 
solutions  to  unique  business  problems  and  offers  project  management 
for  Notes  and  customer  training. 


Lotus  sells  its  products  through  the  following  four  distribution  channels: 

Original  equipment  manufacturers 
Value  added  resellers 
Directly  to  users 
Reseller  channels 

The  company  has  8,000  authorized  resellers  in  North  America. 

Lotus  has  established  an  original  equipment  distribution  channel  to  sell 
its  products  to  PC  manufacturers.  The  idea  is  to  lock  in  first-time  users 
and  establish  brand  loyalty  to  Lotus. 

Lotus  has  established  a VAR  sales  channel  to  system  integrators  who 
specialize  in  networked-based  applications.  By  1992,  the  company  had 
agreements  with  275  VARs  in  North  America  and  400  worldwide. 

Notes  and  cc:Mail  are  sold  by  specialized  sales  personnel. 
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Competition 


INPUT 

Assessment 


As  of  January  1,  1993,  Lotus  had  36  North  American  sales  offices  and 
51  foreign  sales  offices. 

Lotus  targets  its  products  to  Fortune  1000  companies,  government 
agencies  and  individuals. 


Lotus  operates  in  an  extremely  competitive  industry  with  rapid 
technological  change. 

Principal  competitors  are  major  software  companies  such  as  Microsoft, 
WordPerfect,  Borland  and  Software  Publishing. 

Lotus  pricing  may  be  impacted  by  competitors  discounts,  low  priced 
upgrades  and  multi-product  purchases. 


The  transition  to  Windows  has  been  exceptionally  difficult  for  many 
software  companies.  Lotus  has  a solid  strategy  in  place  to  weather  the 
transition  to  Windows,  in  spite  of  its  continued  decline  in  DOS-based 
product  sales.  In  addition,  Lotus  has  found  market  success  with  its 
SmartSuite  application  suite,  which  is  now  at  a run  rate  of  37%  of 
Windows  application  sales.  This  rate  should  increase  to  50%  during 
1994,  giving  Lotus  a strong  market  share  position. 

Lotus  has  received  good  reviews  of  its  productivity  and  mail  software; 
AmiPro,  Freelance,  Organizer  and  cc:Mail.  In  addition,  in  1993,  it 
released  its  newest  spreadsheet,  Improv. 

The  Company's  Notes  and  cc:Mail  product  lines  are  positioned  to  take 
advantage  of  the  continued  market  growth  of  enterprise  networking 
worldwide  and  the  expanding  field  of  communication  and  workgroup 
applications. 

Lotus  should  also  see  a significant  increase  in  service  revenue  as  a part 
of  total  revenue  in  1994.  Lotus  Consulting  Group,  through  key 
acquisitions  in  1993,  has  staked  a position  in  both  client/server 
implementation  and  network  consulting. 
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COMPANY  PROFILE 


LOTUS  DEVELOPMENT 
CORPORATION 

55  Cambridge  Parkway 
Cambridge,  MA  02142 
(617)  577-8500 


Jim  P.  Manzi,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  3,500  (12/90) 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $684,512,000 


The  Company  Lotus  Development  Corporation,  founded  in  1982,  provides 

spreadsheet,  presentation  graphics,  and  word  processing  application 
software  products.  The  company  also  offers  Lotus  One  Source, 
which  allows  users  to  review,  analyze,  and  report  financial  and 
business  information  stored  on  compact  disks. 

• By  the  end  of  1990,  Lotus  had  shipped  almost  eight  million  units 
of  its  microcomputer-based  Lotus  l-2-3R  and  Symphony™ 
spreadsheet  products. 

• The  company  has  adopted  a cross-platform  strategy  for  its  1-2-3 
product  in  support  of  enterprise-wide  computing,  developing 
versions  for  UNIX  workstations,  DEC  minicomputers,  IBM 
mainframes,  and  Macintosh  computers. 

In  December  1990,  Lotus  acquired  Samna  Corporation  of  Atlanta 
for  $65  million. 

• Samna,  founded  in  1982,  develops  and  markets  the  Ami  family  of 
word  processing  application  software  products  primarily  for 
Windows. 

• A significant  portion  of  the  purchase  price  was  allocated  to 
purchased  research  and  development,  resulting  in  a $53  million 
($1.24  per  share)  charge  to  Lotus'  1990  operations. 

Lotus'  strategy  is  to  develop  and  market  desktop  applications  for 
spreadsheet,  graphics,  and  word  processing  and  to  play  a leadership 
role  in  the  emerging  networked  computing  market. 

Total  revenue  for  1990  was  $684.5  million,  a 23%  increase  over 
1989  revenue  of  $556.0  million.  Net  income  declined  66%,  from 
$68.0  million  in  1989  to  $23.3  million  in  1990.  1990  results  include 
the  one-time  charge  against  earnings  associated  with  the  acquisition 
of  Samna.  A five-year  financial  summary  follows: 
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LOTUS  DEVELOPMENT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

Revenue 

• Percent  increase 

$684.5 

$556.0 

$468.5 

$395.6 

$282.9 

from  previous  year 

23% 

19% 

18% 

40% 

25% 

Income  before  taxes 
• Percent  increase 

$52.8 

(a) 

$85.0 

(b) 

$79.9 

$102.9 

$71.0 

(decrease)  from 

previous  year 

(38%) 

6% 

(22%) 

45% 

5% 

• Gross  margin 

8% 

15% 

17% 

26% 

25% 

Net  income 
• Percent  increase 

$23.3 

$68.0 

$58.9 

$72.0 

$48.3 

(decrease)  from 
previous  year 

(66%) 

15% 

(18%) 

49% 

26% 

• Net  margin 

3% 

12% 

13% 

18% 

17% 

Earnings  per  share 

$0.54 

$1.61 

$1.29 

$1.58 

$1.03 

• Percent  increase 

(decrease)  from 
previous  year 

(66%) 

25% 

(18%) 

53% 

34% 

(a)  Includes  a $53  million  ($  1.24  per  share)  one-time  charge  against  earnings  associated  with  the 
acquisition  of  Samna. 


(b)  Includes  a $6.8  million  pretax  gain  from  the  December  1989  sale  of  Lotus  Information  Network 
Corporation,  a provider  of  real-time  stock  market  information  using  FM-sideband  technology. 

Lotus  management  attributes  revenue  increases  during  1990  to  the 

following: 

• Worldwide  sales  increased  primarily  due  to  higher  worldwide 
shipments  of  1-2-3.  In  addition  to  increased  revenues  from 
Release  2.2,  the  growth  in  1-2-3  sales  resulted  from  a number  of 
new  releases  in  1990,  including  Release  3.1  (which  provides 
three-dimensional  spreadsheet  with  presentation  quality 
publishing),  and  versions  for  the  IBM  MVS/VM,  UNIX  and  Sun 
workstations,  DEC  VAX  computers,  and  the  OS/2  PM  operating 
system.  Revenue  gains  were  also  posted  for  Freelance  Plus, 
Symphony,  Lotus  Notes,  and  LotusWorks. 

• Sales  to  international  markets  increased  43%,  with  substantial 
gains  recorded  in  Japan,  Europe,  and  Canada.  International 
results  also  benefited  from  the  translation  effects  of  a weaker 
dollar  abroad. 
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Research  and  development  expenditures  charged  to  operations 
were  $102.7  million  (15%  of  revenue)  in  1990,  $85.7  million  (14% 
of  revenue)  in  1989,  and  $67.6  million  (14%  of  revenue)  in  1988. 

Revenue  for  the  six  months  ending  June  30,  1991  reached  $360.8 
million,  a 5%  increase  over  $340.0  million  for  the  same  period  in 
1990.  Net  income  was  $15.7  million,  a 66%  decrease  from  $46.3 
million  for  the  same  period  a year  ago. 

Recent  acquisitions/divestitures  and  announcements  made  by  Lotus 
include  the  following: 

• In  March  1991,  Lotus  acquired  cc:Mail,  Inc.  for  $25  million  plus 
contingent  payments  based  on  future  performance. 

- cc:Mail  developed  and  markets  a LAN-based  electronic  mail 
product. 

- cc:Mail  now  operates  as  a division  of  Lotus. 

• During  the  second  quarter  of  1990,  Lotus  acquired  AlphaWorks, 
an  integrated  software  program  for  entry-level  users,  and  now 
sells  the  product  as  LotusWorks. 

• In  January  1991,  Lotus  announced  the  sale  of  Lotus  Publishing 
Corporation,  publisher  of  LOTUS  Magazine.  The  company  also 
announced  that  it  had  cancelled  development  and  marketing 
efforts  related  to  the  Lotus  Marketplace  product  line. 

Lotus'  organizational  structure  is  illustrated  in  Exhibit  A. 

• The  Software  Business  Group  manages  the  company's 
established  products  and  new  products,  markets,  and 
applications. 

The  Information  Services  Group  develops  and  markets  financial 
data  base  and  analysis  software  and  services  and  micro-to- 
mainframe  products. 

• The  International  Business  Group  markets  Lotus'  products 
outside  North  America. 

• The  Consulting  Services  Group  assists  large  customers  in 
developing  custom  applications  using  Lotus  products. 

As  of  December  31,  1990,  Lotus  had  3,500  employees,  of  which  800 
were  located  outside  the  U.S.  The  company  currently  has 
approximately  3,900  employees. 
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Lotus  Corporate  Organization 
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Key  Products  and 
Services 


Major  competitors  include  Microsoft,  Software  Publishing,  and 
Ashton-Tate  (Borland). 


Nearly  100%  of  1990  revenue  was  derived  from  application 
software  products.  A small  percent  was  derived  from  Lotus  One 
Source. 

Lotus'  current  primary  product  offerings  are  summarized  in 
Exhibit  B. 

Spreadsheet  Products: 

Lotus  1-2-3,  the  company's  initial  product,  was  introduced  in  1983. 
1-2-3  integrates  spreadsheet,  graphics,  and  data  base  functions  in 
one  memory-resident  software  package. 

• Lotus  shipped  a major  upgrade  of  1-2-3  in  September  1990-- 1-2-3 
Release  3.1--that  operates  in  DOS  and  DOS  with  Windows  3.0. 
The  product  combines  "what  you  see  is  what  you  get"  display  with 
presentation  quality  graphics  and  a three-dimensional  worksheet. 

• Lotus  also  offers  1-2-3  Release  2.2,  a version  designed  for  users 
in  the  640K  DOS  environment. 

• Network  versions  of  1-2-3  Release  3.1  and  1-2-3  Release  2.2  are 
also  available. 

• During  the  first  half  of  1990,  Lotus  shipped  versions  of  1-2-3  for 
the  IBM  mainframe  environment,  DEC  VAX  systems,  Sun 
workstations,  and  UNIX  environments. 

• Lotus  offers  special  editions  of  1-2-3  for  the  small  business, 
government,  education,  and  hardware  OEM  markets. 

• Lotus  1-2-3  is  available  in  17  different  languages,  including  Lotus 
1-2-3J,  a version  of  1-2-3  for  the  Japanese  market. 

Lotus  Symphony,  introduced  in  1984,  is  a multifunction,  integrated 
program  that  combines  spreadsheet,  data  base,  word  processing, 
graphics,  and  communications  capabilities,  along  with  the  ability  to 
publish  presentation-quality  output. 

• In  March  1990,  Lotus  shipped  Symphony  2.2.  This  new  version 
features  file  linking,  the  ability  to  locate  and  preview  files, 
advanced  support  for  expanded  memory,  expanded  data  base 
capabilities,  and  direct  access  to  disk-based  data  bases. 
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• LotusWorks  (acquired  as  AlphaWorks  in  May  1990),  is  an  all-in- 
one  program  directed  primarily  to  the  small  business,  home 
office,  and  education  markets. 

Lotus  also  provides  companion  products  for  its  1-2-3  and  Symphony 
products  for  report  writing,  spell  checking,  and  word  and  document 
processing. 

• DataLens  and  Add-in  Toolkits,  released  during  1989,  enable 
developers  to  create  integrated  1-2-3  Release  3.1  applications. 

Lotus  Improv,  shipped  in  February  1991,  is  Lotus'  new  spreadsheet 
for  NeXT  computers. 

Products  shipped  the  second  quarter  of  1991  include  1-2-3  for  DOS 
Release  2.3,  1-2-3  for  Sun  SPARC  systems,  and  1-2-3  for  the  HP 
95LX.  Products  announced  include  1-2-3  for  Windows,  1-2-3  for 
Macintosh,  1-2-3  for  DOS  Release  3.1 + , and  1-2-3  Realtime. 

Presentation  Graphics  Products: 

Lotus'  Freelance  products  are  used  to  create  and  display  graphical 
information,  including  displays  of  data  generated  or  manipulated  by 
Lotus'  spreadsheet  products. 

• Freelance  Plus  provides  charting,  diagrams,  freehand  drawing, 
and  presentation  management  tools. 

• Freelance  3J  is  the  eighth  foreign  language  version  of  Freelance 
Plus  and  is  the  first  integrated  business  graphics  software 
package  designed  for  the  Japanese  market. 

Lotus  is  developing  a new  DOS  version  of  Freelance  Plus  and  a 
version  designed  specifically  for  Windows. 
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EXHIBIT  B 

LOTUS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

Spreadsheet  Products 

Lotus  1 -2-3 
1-2-3/G 
1-2-3/M 
1 -2-3  for  Sun 
1-2-3  for  VAX/VMS 
1-2-3  ALL-IN-1 
1-2-3J 

Integrated  spreadsheet  for  microcomputers 
Spreadsheet  for  OS/2  Presentation  Manager 
Spreadsheet  for  IBM  System/370  mainframes 
Spreadsheet  for  Sun  UNIX-based  workstations 
Spreadsheet  for  DEC  VAX/VMS  computers 
Spreadsheet  for  DEC  VAX/VMS  computers 
1 -2-3  for  the  Japanese  market 

Symphony 

Multifunction,  integrated  spreadsheet  product 

Lotus  Improv 

Spreadsheet  for  NeXT  computers 

LotusWorks 

All-in-one  spreadsheet  product 

Presentation  Graphics 
Products 

Freelance  Plus 
Freelance  3J 

Graphics  and  presentation  management  tool 
Graphics  product  for  Japanese  market 

Word  Processing  Products 

Ami 

Ami  Professional 

Low-end  graphical  interface  product 
High-end  word  processor 

Communications  Products 

The  Application  Connection 

Lotus  Agenda 

Lotus  Magellan 

Lotus  Notes 

cc:Mail 

Micro-to-mainframe  link 

Professional  and  personal  information  management  tool 
Hard-disk  utility  product 
Network  access  tool  for  shared  information 
LAN-based  electronic  mail  product 

Information  Services  Products 

Lotus  One  Source 

- CD/Investment 

- CD/Corporate 

- CD/Banking 

- CD/Private + 

- CD/International 

- CD/M&A 

- CD/Networker 

- CD/Corporate: U.K.  Private + 

- CD/Corporate: U.K.  Public 
Companies 

- CD/Corporate: European  M&A 

CD  ROM-based  financial  data  bases  with  analytical 
software  for  organizing  and  analyzing  information 
on  U.S.  and  foreign  companies 
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Word  Processing  Products: 

With  the  acquisition  of  Samna  in  late  1990,  Lotus  made  a significant 
commitment  to  the  word  processing  applications  market. 

• Ami  and  Ami  Professional  are  used  with  personal  computers  and 
local  area  networks  under  DOS,  UNIX,  and  Windows. 

• Lotus  intends  to  integrate  these  products  with  its  spreadsheet 
and  graphics  products  for  the  Windows  3.0  environment. 

Communications  Products: 

Lotus  Notes,  introduced  in  late  1989,  allows  customers  to  create, 
store,  and  access  shared  information  using  networked 
microcomputers. 

Lotus  Agenda  enables  users  to  manage  professional  and  personal 
information  such  as  ideas,  notes,  action  lists,  messages,  and 
schedules. 

Lotus  Magellan,  introduced  in  April  1989,  is  a hard-disk  utility 
product  that  enables  users  to  quickly  search,  view,  and  use 
information  from  any  file  stored  on  a computer's  installed  hard-disk 
memory. 

cc:Mail,  acquired  in  March  1991,  supports  enterprise-wide 
messaging.  During  the  second  quarter  of  1991,  Lotus  shipped  a 
Windows  version  of  the  product,  cc:Mail/Windows. 

Information  Services  Products: 

The  family  of  Lotus  One  Source  products  combines  data  and 
software  into  integrated  systems  to  assist  business  and  investment 
managers  in  organizing,  analyzing,  and  disseminating  information. 

• One  Source  is  a microcomputer-based  system  combining 
industry-standard  financial  data  bases  stored  on  CD  ROM  media 
and  updated  on  a weekly,  monthly,  or  quarterly  schedule  with 
analytic  software  that  permits  customers  to  access  the  data  via 
menus  or  directly  from  within  1-2-3. 

• One  Source  products  are  currently  available  with  financial 
information  on  U.S.  and  European  public  and  private  companies, 
including  merger/acquisition  data. 
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One  Source  products  are  used  by  investment  banks,  commercial 
banks,  brokerage  houses,  corporate  libraries,  consulting  and 
accounting  firms,  and  business  schools. 


Industry  Markets  Lotus  sells  its  software  products  in  North  America  through  two 

principal  distribution  channels: 

■ Direct  sales  to  certain  major  Lotus  authorized  resellers  that 
represent  approximately  2,500  sales  locations 

• Independent  distributors,  which  sell  to  another  approximately 
5,500  Lotus  authorized  resellers 

Lotus  has  also  established  new  sales  channels,  including  upgrade 
sales  made  directly  to  end-users,  sales  through  VARs  and  OEMs, 
and  direct  sales  by  specialized  Lotus  sales  forces  for  products  such 
as  Lotus  One  Source  and  Lotus  Notes. 

Ingram  Micro  and  its  subsidiaries  accounted  for  12%  of  Lotus' 
worldwide  sales  during  1990. 


Approximately  52%  of  Lotus'  1990  revenue  was  derived  from  U.S. 
sales  and  48%  from  sales  to  unaffiliated  customers  outside  the  U.S., 
including  export  sales.  A three-year  summary  of  source  of  revenue, 
as  provided  by  Lotus,  follows: 


LOTUS  DEVELOPMENT  CORPORATION 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1990 

1989 

1988 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$395.8 

58% 

$355.3 

64% 

$322.1 

69% 

Foreign  (a) 

293.1 

43% 

204.4 

36% 

147.6 

31% 

(Eliminations) 

(4.4) 

(1%) 

(3.7) 

-- 

(12) 

- 

TOTAL 

$684.5 

100% 

$556.0 

100% 

$468.5 

100% 

(a)  Sales  to  unaffiliated  customers  outside  the  U.S.,  including  export  sales,  were  $325.6  million  (48% 
of  revenue)  in  1990,  $226.9  million  (41%  of  total  revenue)  in  1989,  and  $159.2  million  (34%  of  total 
revenue)  in  1988. 


Geographic 

Markets 
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Lotus  products  are  marketed  in  65  countries  and  in  eight  different 
languages. 

U.S.  offices  are  located  in  Phoenix  (AZ);  Irvine,  Los  Angeles,  and 
San  Francisco  (CA);  Denver  (CO);  Hartford  (CT);  Miami,  Orlando, 
and  Tampa  (FL);  Atlanta  (GA);  Chicago  (IL),  New  Orleans  (LA); 
Detroit  (MI);  Minneapolis  (MN);  St.  Louis  (MO);  New  York  and 
Rochester  (NY);  Raleigh  (NC);  Cleveland  (OH);  Philadelphia  and 
Pittsburgh  (PA);  Dallas  and  Houston  (TX);  Arlington  (VA);  and 
Seattle  (WA). 

Lotus  has  international  offices  in  Argentina,  Australia,  Austria, 
Brazil,  Canada,  Chile,  Denmark,  France,  Germany,  Hong  Kong, 
India,  Indonesia,  Ireland,  Israel,  Italy,  Japan,  Korea,  Singapore, 
Mexico,  the  Netherlands,  New  Zealand,  Norway,  Portugal, 
Singapore,  Spain,  Sweden,  Switzerland,  Taiwan,  United  Arab 
Emirates,  the  U.K.,  and  Venezuela. 

Lotus  also  has  manufacturing  and  distribution  facilities  in 
Massachusetts,  Ireland,  Puerto  Rico,  and  Singapore. 

Lotus  has  authorized  distributors  in  Africa,  Bahrain,  Bangladesh, 
Bolivia,  Columbia,  Cyprus,  Czechoslovakia,  Ecuador,  Egypt, 

Greece,  Hungary,  Luxembourg,  Pakistan,  Peru,  Turkey,  Uruguay, 
the  U.S.S.R.,  and  Yugoslavia. 


Page  10  of  10 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


October  1991 


c 


COMPANY  PROFILE 


LOTUS  DEVELOPMENT 
CORPORATION 

55  Cambridge  Parkway 
Cambridge,  MA  02142 
(617)  577-8500 


Jim  P.  Manzi,  President  and  CEO 
Public  Corporation, 

Total  Employees:  2,800  (12/89) 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $556,033,000 


The  Company 


C 


Lotus  Development  Corporation,  founded  in  1982,  provides 
spreadsheet  and  graphics  application  software  products.  The 
company  also  offers  Lotus  One  Source,  which  allows  users  to 
review,  analyze,  and  report  financial  and  business  information 
stored  on  compact  disks. 

• To  date,  Lotus  has  shipped  over  six  million  units  of  its 
microcomputer-based  Lotus  l-2-3R  and  Symphony™ 
spreadsheet  products. 

• The  company  has  adopted  a cross-platform  strategy  for  its  1-2-3 
product  in  support  of  enterprise-wide  computing,  developing 
versions  for  UNIX  workstations,  DEC  minicomputers,  IBM 
mainframes,  and  Macintosh  computers. 

Total  revenue  for  1989  was  $556.0  million,  a 19%  increase  over 
1988  revenue  of  $468.5  million.  Net  income  rose  15%,  from  $58.9 
million  in  1988  to  $68.0  million  in  1989.  A five-year  financial 
summary  follows: 
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LOTUS  DEVELOPMENT  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$556.0 

$468.5 

$395.6 

$282.9 

$225.5 

25% 

from  previous  year 

19% 

18% 

40% 

25% 

45% 

Income  before  taxes 
• Percent  increase 

$85.0 

$79.9 

$102.9 

$71.0 

$67.4 

6% 

(decrease)  from 
previous  year 

6% 

(22%) 

45% 

5% 

3% 

• Gross  margin 

15% 

17% 

26% 

25% 

30% 

Net  income 
• Percent  increase 

$68.0 

$58.9 

$72.0 

$48.3 

$38.2 

16% 

(decrease)  from 
previous  year 

15% 

(18%) 

49% 

26% 

6% 

• Net  margin 

12% 

13% 

18% 

17% 

17% 

Earnings  per  share 
• Percent  increase 

$1.61 

$1.29 

$1.58 

$1.03 

$0,77 

20% 

(decrease)  from 
previous  year 

25% 

(18%) 

53% 

34% 

3% 

Lotus  management  attributes  revenue  increases  during  1989  to  1- 
2-3  upgrade  sales,  higher  international  shipments,  and  an  almost 
70%  increase  in  worldwide  sales  of  Freelance  Plus.  These 
increases  were  partially  offset  by  a decline  in  Symphony  sales. 

• In  total,  Lotus  shipped  19  new  products  during  1989,  including 
Magellan,  network  versions  of  1-2-3  Release  3 and  Release  2.2, 
and  the  DataLens  and  Add-in  Toolkits  for  Release  3,  which 
enable  developers  to  create  integrated  Release  3 applications. 

• Also  shipped  were  Symphony  2.0  Plus;  a new  version  of 
Freelance  Plus  with  reduced  memory  requirements;  and  two 
new  CD  ROM  products,  CD/M&A,  a research  product  for 
mergers  and  acquisitions,  and  CD/Networker,  a network 
implementation  of  Lotus  One  Source. 

• Additionally,  Lotus  accepted  its  first  orders  for  Lotus  Notes,  a 
group  communications  product  that  exploits  the  growing  trend 
among  customers  to  network  their  personal  computers. 
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Research  and  development  expenditures  were  approximately 
$94.3  million  (17%  of  revenue)  in  1989,  $83.8  million  (18%  of 
revenue)  in  1988,  and  $58.4  million  (15%  of  revenue)  in  1987. 

Revenue  for  the  nine  months  ending  September  30,  1990  reached 
$498.1  million,  a 23%  increase  over  $406.1  million  for  the  same 
period  in  1989.  Net  income  for  the  period  rose  42%,  from  $38.5 
million  to  $54.8  million. 

Recent  acquisitions/divestitures  and  announcements  made  by 
Lotus  include  the  following: 

• In  November  1990,  Lotus  announced  a definitive  agreement  to 
acquired  Samna  Corporation  of  Atlanta  for  $65  million. 

Samna,  founded  in  1982,  developed  and  markets  the  Ami 
family  of  word  processing  software  products. 

• During  the  second  quarter  of  1990,  Lotus  acquired 
AlphaWorks,  an  integrated  software  program  for  entry-level 
users,  and  now  sells  the  product  as  LotusWorks. 

• In  December  1989,  Lotus  sold  the  assets  and  related  operations 
of  Lotus  Information  Network  Corporation,  a provider  of  real- 
time stock  market  information  using  FM-sideband  technology. 
Lotus'  1989  financials  include  a pre-tax  gain  of  $6.8  million 
from  the  sale. 

• In  September  1989,  Lotus  entered  into  an  agreement  with 
Sybase,  Inc.,  a developer  of  relational  data  base  management 
systems,  providing  for  the  acquisition  of  15%  of  the  then 
outstanding  shares  of  Sybase  for  approximately  $23  million.  In 
addition,  the  two  companies  agreed  to  joint  development, 
marketing,  and  distribution  for  future  products.  Through 
March  1992,  the  arrangement  also  obligates  Lotus  to  purchase, 
at  Sybase's  option,  an  additional  10%  equity  interest. 

• During  1989,  Lotus  acquired  the  rights  to  Allways,  The 
Spreadsheet  Publisher  from  Funk  Software,  Inc.  Lotus  has 
incorporated  Allways'  technology  (of  presentation-quality 
spreadsheet  publishing)  into  new  releases  of  its  1-2-3  and 
Symphony  products. 

Lotus'  organizational  structure  is  illustrated  in  Exhibit  A. 

• The  Software  Business  Group  manages  the  company's 
established  products  and  new  products,  markets,  and 
applications. 
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Exhibit  A 

Lotus  Corporate  Organization 
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Key  Products  and 
Services 


The  Information  Services  Group  develops  and  markets  financial 
data  base  and  analysis  software  and  services  and  micro-to- 
mainframe  products. 

• The  International  Business  Group  markets  Lotus'  products 
outside  North  America. 

• The  Consulting  Services  Group  assists  large  customers  in 
developing  custom  applications  using  Lotus  products. 

• Lotus  Publishing  Corporation  publishes  and  markets  LOTUS 
Magazine. 

As  of  December  31,  1989,  Lotus  had  2,800  employees,  of  which 
530  were  located  outside  the  U.S.  The  company  currently  has 
approximately  3,300  employees. 

Major  competitors  include  Microsoft,  Software  Publishing,  and 
Ashton-Tate. 


Nearly  100%  of  1989  revenue  was  derived  from  spreadsheet  and 
graphics  software  products  and  associated  services.  A small 
percentage  was  derived  from  financial  processing  services  (Signal) 
and  LOTUS  Magazine  sales. 

Lotus'  current  primary  product  offerings  are  summarized  in 
Exhibit  B. 

Spreadsheet  Products: 

Lotus  1-2-3,  the  company's  initial  product,  was  introduced  in  1983. 
1-2-3  integrates  spreadsheet,  graphics,  and  data  base  functions  in 
one  memory-resident  software  package. 

• Lotus  shipped  a major  upgrade  of  1-2-3  in  June  1989--1-2-3 
Release  3.  New  features  include  a three-dimensional 
worksheet  environment,  enhanced  support  for  data  bases  inside 
the  worksheet,  file  linking,  and  faster  recalculation  techniques, 
while  maintaining  compatibility  with  earlier  versions  of  1-2-3. 

• Network  versions  of  1-2-3  Release  3 and  1-2-3  Release  2.2  were 
also  shipped  during  1989. 

• During  the  first  half  of  1990,  Lotus  shipped  versions  of  1-2-3  for 
the  IBM  mainframe  environment,  DEC  VAX  systems,  Sun 
workstations,  and  UNIX  environments. 


November  1990 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  9 


LOTUS  DEVELOPMENT  CORPORATION 


INPUT 


Lotus  Symphony,  introduced  in  1984,  is  a multifunction,  integrated 
program  that  combines  spreadsheet,  data  base,  word  processing, 
graphics,  and  communications  capabilities,  along  with  the  ability 
to  publish  presentation-quality  output. 

• In  March  1990,  Lotus  shipped  Symphony  2.2.  This  new  version 
features  file  linking,  the  ability  to  locate  and  preview  files, 
advanced  support  for  expanded  memory,  expanded  data  base 
capabilities,  and  direct  access  to  disk-based  data  bases. 

1-2-3  and  Symphony  have  each  been  translated  into  nine  different 
languages.  A completely  new  version  of  1-2-3  for  the  Japanese 
market  is  also  available. 

Lotus  also  provides  companion  products  for  is  1-2-3  and 
Symphony  products  for  report  writing,  spell  checking,  and  word 
and  document  processing. 

• DataLens  and  Add-in  Toolkits,  released  during  1989,  enable 
developers  to  create  integrated  1-2-3  Release  3 applications. 

Lotus  is  currently  developing  a data  base  applications  system  for 
use  with  OS/2  Presentation  Manager,  local  area  networks,  and 
SQL  data  base  servers.  The  product  will  be  tightly  integrated  with 
1-2-3. 


Graphics  Products: 

Lotus'  Freelance  products  are  designed  to  facilitate  the  creation 
and  display  of  graphical  information,  including  display  of  data 
generated  or  manipulated  by  Lotus'  spreadsheet  products. 

• Freelance  Plus  provides  charting,  diagrams,  freehand  drawing, 
and  presentation  management  tools. 

• Freelance  3J  is  the  eighth  language  version  of  Freelance  Plus 
and  is  the  first  integrated  business  graphics  software  package 
designed  for  the  Japanese  market. 
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EXHIBIT  B 

LOTUS  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

Spreadsheet  Products 

Lotus  1 -2-3 
1-2-3/G 
1-2-3/M 
1 -2-3  for  Sun 
1-2-3  for  VAX/VMX 
1-2-3  ALL-IN-1 
1-2-3J 

Integrated  spreadsheet  for  microcomputers 
Spreadsheet  for  OS/2  Presentation  Manager 
Spreadsheet  for  IBM  System/370  mainframes 
Spreadsheet  for  Sun  UNIX-based  workstations 
Spreadsheet  for  DEC  VAX/VMS  computers 
Spreadsheet  for  DEC  VAX/VMS  computers 
1 -2-3  for  the  Japanese  market 

Symphony 

Multifunction,  integrated  spreadsheet  product 

Graphics  and  Information 
Management  Products 

Freelance  Plus 
Freelance  3J 

The  Application  Connection 
Lotus  Agenda 
Lotus  Magellan 
Lotus  Notes 

Graphics  and  presentation  management  tool 
Graphics  product  for  Japanese  market 
Micro-to-mainframe  link 

Professional  and  personal  information  management  tool 

Hard-disk  utility  product 

Network  access  tool  for  shared  information 

Information  Services  Products 

Lotus  One  Source 

- CD/Investment 

- CD/Corporate 

- CD/Banking 

- CD/Private + 

- CD/International 

- CD/M&A 

- CD/Networker 

- CD/Private  + :U.K. 

- CD/Corporate:U.K. 

- CD/M&A:Europe 

CD  ROM-based  financial  data  bases  with  analytical 
software  for  organizing  and  analyzing  information 
on  U.S.  and  foreign  companies 

Lotus  Marketplace:  Business 
Lotus  Marketplace:  Household 

CD  ROM  data  base  of  business  information 
CD  ROM  data  base  of  household  information 
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Information  Management  Products: 

Lotus  Agenda  enables  users  to  manage  professional  and  personal 
information  such  as  ideas,  notes,  action  lists,  messages,  and 
schedules. 

Lotus  Magellan,  introduced  in  April  1989,  is  a hard-disk  utility 
product  that  enables  users  to  quickly  search,  view,  and  use 
information  from  any  file  stored  on  a computer's  installed  hard- 
disk memory. 

Lotus  Notes,  introduced  in  late  1989,  allows  customers  to  create, 
store,  and  access  shared  information  using  networked 
microcomputers. 

Information  Services  Products: 

The  family  of  Lotus  One  Source  products  combines  data  and 
software  into  integrated  systems  to  assist  business  and  investment 
managers  in  organizing,  analyzing,  and  disseminating  information. 

• One  Source  is  a microcomputer-based  system  combining 
industry-standard  financial  data  bases  store  on  CD  ROM  media 
and  updated  on  a weekly,  monthly,  or  quarterly  schedule  with 
analytic  software  that  permits  customers  to  access  the  data  via 
menus  or  directly  from  within  1-2-3. 

• One  Source  products  are  currently  available  with  financial 
information  on  U.S.  and  European  public  and  private 
companies,  including  merger/acquisition  data. 

• One  Source  products  are  used  by  investment  banks,  commercial 
banks,  brokerage  houses,  corporate  libraries,  consulting  and 
accounting  firms,  and  business  schools. 


Industry  Markets  Lotus  sells  its  software  products  in  North  America  through  two 

principal  distribution  channels: 

• "House  accounts,"  which  are  dealers  or  chains  representing 
approximately  3,000  stores  with  large  sales  volumes 

• Independent  distributors,  which  represent  approximately  3,000 
store  with  smaller  sales  volumes 

Lotus  has  also  established  new  sales  channels,  including  a catalog 
service  and  a direct  sales  force  for  specialized  products  such  as 
Lotus  One  Source  and  Lotus  Notes. 
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Geographic 

Markets 


LOTUS  DEVELOPMENT  CORPORATION 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$355.3 

64% 

$322.1 

69% 

$301.4 

76% 

Foreign  (a) 

204.4 

36% 

147.6 

31% 

97.6 

25% 

(Eliminations) 

(3.7) 

- 

(1.1) 

- 

(3.4) 

(1%) 

TOTAL 

$556.0 

100% 

$468.5 

100% 

$395.6 

100% 

(a)  Sales  to  unaffiliated  customers  outside  the  U.S.,  including  export  sales,  were  $226.9  million 
(41%  of  total  revenue)  in  1989,  $159.2  million  (34%  of  total  revenue)  in  1988,  and  $109.9  million 
(28%  of  total)  in  1987. 


Lotus  products  are  marketed  in  65  countries  and  in  eight  different 
languages. 

U.S.  offices  are  located  in  Phoenix  (AZ);  Irvine,  Los  Angeles,  and 
San  Francisco  (CA);  Denver  (CO);  Hartford  (CT);  Miami  (FL); 
Atlanta  (GA);  Chicago  (IL),  New  Orleans  (LA);  Detroit  (MI); 
Minneapolis  (MN);  St.  Louis  (MO);  New  York  and  Rochester 
(NY);  Raleigh  (NC);  Cleveland  (OH);  Philadelphia  and 
Pittsburgh  (PA);  Dallas  and  Houston  (TX);  Arlington  and  Reston 
(VA);  and  Seattle  (WA). 

Lotus  has  international  offices  in  France,  Italy,  the  Netherlands, 
Spain,  Denmark,  Sweden,  Norway,  West  Germany,  the  U.K., 
Hong  Kong,  Japan,  South  Korea,  Singapore,  Australia,  and 
Canada. 

Lotus  also  has  manufacturing  facilities  in  Massachusetts,  Ireland, 
and  Puerto  Rico. 
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COMPANY  PROFILE 


LOTUS  DEVELOPMENT  CORPORATION 

55  Cambridge  Parkway 
Cambridge,  MA  02142 
(617)  577-8500 


Jim  P.  Manzi,  President  and  CEO 
Public  Corporation:  OTC 
Total  Employees:  1,400 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $282,864,000 


THE  COMPANY 

• Lotus  Development  Corporation,  founded  in  1982  by  Mitchell  D.  Kapor,  is  one 
of  the  world's  largest  independent  developers  and  marketer  of  microcomputer 
software  products.  The  company's  principal  or  "core"  products  include 
|_2-3®  , Symphony™-  , and  Jazz®  . To  date,  Lotus  has  shipped  more  than 
two  million  units  of  its  software  products  worldwide. 

• In  April  1987  Lotus  and  IBM  signed  a ten-year  joint  marketing  and  develop- 
ment agreement  for  a series  of  Lotus  and  IBM  products  for  use  on  both 
mainframe  and  microcomputer  systems. 

The  first  such  product  will  be  1-2-3/M,  a mainframe-based  version  of 
Lotus'  1-2-3  spreadsheet  product,  which  will  be  marketed  by  both 
companies  but  sold  exclusively  by  IBM. 

In  addition  to  spreadsheet  applications,  Lotus  and  IBM  will  together 
explore  a range  of  business  applications,  including  data  base  applica- 
tions compatible  with  the  industry-standard  Structured  Query  Language 
(SQL). 

• Revenue  for  1986  reached  $282.9  million,  a 25%  increase  over  1985  revenue  of 
$225.5  million.  Net  income  rose  27%,  from  $38.2  million  in  1985  to  $48.3 
million  in  1986.  A four-year  financial  summary  follows: 
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LOTUS  DEVELOPMENT  CORPORATION 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


— __ FISCAL  YEAR 

ITEM  ~ 

12/86 

12/85 

12/84 

12/83 

Revenue 

. Percent  increase 
from  previous  year 

$ 282,864 
25% 

$ 225,526 
44% 

$ 156,978 
1 96% 

$ 53,007 

Income  before  taxes  and 

extraordinary  item 
. Percent  increase 
from  previous  year 

$ 71,030 
5% 

$ 67,403 
3% 

$ 65,538 
139% 

$27,432 

Net  income 
. Percent  increase 
from  previous  year 

$ 48,300 
27% 

$ 38,150 
6% 

$ 36,046 
152% 

$ 14,317 

Earnings  per  share  (a) 

. Percent  increase 
from  previous  year 

$ 1.03 

34% 

$ 0.77 

3% 

$ 0.75 

121% 

$ 0.34 

(a)  Restated  to  reflect  a 3-for-l  stock  split  effected  in  the  form  of  a 200% 
stock  dividend  to  shareholders  of  record  as  of  February  9,  1987. 

• Lotus  management  attributes  increases  in  revenue  and  net  income  to  the 
continued  acceptance  of  the  company's  core  products  worldwide  and  diversifi- 
cation into  new  product  areas  and  markets. 

International  sales,  including  U.S.  exports,  grew  by  70%  during  1986. 

The  company  also  experienced  substantial  revenue  contribution  from 
upgrade  business  and  strong  early  acceptance  of  new  products. 

During  1986  Lotus  repurchased  approximately  2.5  million  of  its 
common  shares  outstanding. 

• Research  and  development  expenditures  were  approximately  $39.2  million 
(14%  of  revenue)  in  1986,  $22.3  million  (10%  of  revenue)  in  1985,  and  $14.8 
million  (9%  of  revenue)  in  1984. 

• During  1986  Lotus  completed  four  acquisitions  at  an  aggregate  cost  of  $21.8 
million. 
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In  June  1986,  Lotus  acquired  Graphic  Communications,  Inc.  (GCI)  of 
Waltham  (MA). 

. GCI  develops  business  graphics  software  products  for  IBM  and 
compatible  microcomputers.  The  company's  primary  products, 
Graphwriter®  and  Freelance®  , can  both  take  data  or  graphs 
generated  by  1-2-3  or  Symphony  and  turn  them  into  high-quality 
images  for  paper,  overhead  transparencies,  or  35mm  slides. 

. GCI  had  annual  revenue  of  approximately  $5  million  and  50 
employees  at  the  time  of  the  acquisition. 

. GCI  now  operates  as  a wholly  owned  subsidiary  within  Lotus' 
Graphic  Products  Group. 

(R) 

During  February  1986  Lotus  acquired  iLINK  , a universal  micro-to- 
mainframe  link  software  product  developed  by  InfoCenter  Software, 
Inc.  of  New  Paltz  (NY).  Several  InfoCenter  Software  product 
developers  have  joined  Lotus'  Information  Center  Group.  The  iLINK 
product  has  been  reworked  and  reissued  by  Lotus  as  The  Application 
Connection. 

During  February  1986,  Lotus  acquired  GNP  Development  Corporation 
of  Pasadena  (CA). 

. The  acquisition  gave  Lotus  the  exclusive  rights  to  GNP's  existing 
products  and  technology,  including  HAL,  a natural  (English) 
language  interface  for  1-2-3. 

. GNP  now  operates  as  a wholly  owned  subsidiary  of  Lotus. 

During  February  1986,  Lotus  completed  its  acquisition  of  ISYS 
Corporation  of  Acton  (MA). 

. ISYS  develops  and  markets  software  products  (Micro/Scan,  the 
Analyzer,  and  One/Source)  that  allow  microcomputer  users  to 
access  and  screen  financial  data  from  public  data  bases  and 
analyze  it  using  Lotus'  1-2-3  spreadsheet. 

. ISYS  now  operates  as  Lotus  Information  Services,  a wholly 
owned  subsidiary. 

• During  1985  Lotus  made  the  following  acquisitions: 

In  July  1985,  Lotus  acquired  Dataspeed,  Inc.  of  San  Mateo  (CA)  for 
approximately  $6.4  million.  The  acquisition  was  accounted  for  as  a 
purchase. 

. Dataspeed  develops  products  that  receive  financial  market 

quotations  via  FM  sideband  transmission  and  had  1984  revenue 
of  approximately  $4.8  million. 
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. Dataspeed  now  operates  as  Lotus  Information  Network  Corpora- 

tion (LINC),  a wholly  owned  subsidiary. 

In  June  1985,  Lotus  acquired  Software  Arts,  Inc.  for  approximately  $2.7 
million.  Software  Arts  developed  VisiCalc,  TKsolver,  and  Spotlight 
microcomputer  software  products. 

• Revenue  for  the  quarter  ending  April  4,  1987  reached  $84.8  million,  a 22% 
increase  over  $69.3  million  for  the  same  period  in  1986.  Net  income  rose 
20%,  from  $1  1.4  million  to  $13.7  million. 

• Lotus'  current  organizational  structure  is  shown  in  the  exhibit. 

The  Software  Products  Group  manages  the  company's  core  products  and 
new  products,  markets,  and  applications. 

. The  Business  Applications  Group  produces  the  company's  core 
products— 1-2-3,  Symphony,  and  Jazz— and  associated  companion 
products. 

. The  Engineering  and  Scientific  Products  Division  provides 

microcomputer  software  productivity  tools  for  scientists  and 
engineers  and  other  technical  professionals. 

. The  Information  Center  Group  provides  micro-to-mainframe 

information  center  products. 

. The  Graphics  Products  Group,  formed  with  the  acquisition  of 
Graphic  Communications,  provides  microcomputer  graphics 
software. 

. The  Advanced  Products  Group  is  responsible  for  defining  next 

generation  products. 

The  Information  Services  Division  develops  and  markets  financial  data 
base  and  analysis  software  and  services  and  micro-to-mainframe 
products. 

The  Electronic  Mail  Products  Group  was  formed  in  April  1986  to 
establish  Lotus  in  the  electronic  mail  market. 

The  International  Division  markets  Lotus'  products  outside  North 
America. 

The  Publishing  Division  publishes  and  markets  LOTUS  Magazine. 

• Major  competitors  include  Microsoft,  Software  Publishing,  and  Ashton-Tate. 
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KEY  PRODUCTS  AND  SERVICES 

• Virtually  all  of  1986  revenue  was  derived  from  microcomputer  software 
products  and  associated  support  services.  A small  percentage  was  derived 
from  financial  processing  services  (Signal)  and  LOTUS  Magazine  sales. 

• Lotus'  core  products  include  1-2-3,  Symphony,  and  Jazz.  The  company  has 
adapted  1-2-3  and/or  Symphony  to  run  on  more  than  45  different  micro- 
computers and  more  than  38  different  printers  and  graphic  output  devices. 
Jazz  is  designed  for  the  Apple  Macintosh  Plus. 

Lotus'  initial  product,  1-2-3,  was  introduced  in  January  1983.  1-2-3 

integrates  spreadsheet,  graphics,  and  data  base  functions  in  one 
memory-resident  software  package. 

Symphony,  introduced  in  July  1984,  combines  word  processing,  an 
enhanced  spreadsheet,  communications,  a forms-oriented  data  base, 
graphics,  windowing,  and  a command  language  into  a single  program. 

Jazz,  introduced  in  May  1985,  integrates  the  same  functions  as 
Symphony  for  the  Macintosh. 

• Other  products  marketed  by  Lotus  include  the  following: 

Companion  products  to  Lotus'  core  products  include: 

. 1-2-3  Report  Writer,  developed  by  Concentric  Data  Systems, 

was  introduced  in  the  third  quarter  of  1985. 

. Symphony  Spelling  Checker,  a companion  product  for 

Symphony's  word  processor. 

. Symphony  Text  Outliner,  an  idea  organizer  for  use  with 

Symphony's  word  processor. 

. Metro,  introduced  in  December  1986,  is  a memory-resident 
desktop  manager  that  includes  a notepad,  on-screen  calculator, 
phone  book,  appointment  book,  index  card  file,  DOS  file 
manager,  text  editor,  automatic  phone  dialer,  keyboard  macro 
facility,  various  time  management  functions,  and  links  to  Lotus 
Express.  Metro  replaces  the  Spotlight  product  developed  by 
Software  Arts. 

. Lotus  HAL,  acquired  with  GNP  Development  Corporation  in 
February  1986,  allows  1-2-3  users  to  execute  commands  using 
plain  English  requests. 

. Freelance  (acquired  with  Graphic  Communications,  Inc.)  and 
Freelance  Plus  graphics  packages. 
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. Freelance  Maps,  a collection  of  companion  map  sets  designed 

for  use  with  Freelance  Plus. 

. Graphwriter  graphics  package,  acquired  with  Graphic  Communi- 

cations. 

. Lotus  Manuscript,  a word  and  document  processor  for  technical 

professionals. 

Lotus  information  products  and  services  enable  users  to  move  data 

from  corporate  mainframes,  or  from  public  or  private  data  bases  into 

1-2-3  or  Symphony  spreadsheets  without  manual  rekeying.  These 

products  include: 

. T-A-C  (The  Application  Connection),  a micro-mainframe  link 
between  corporate  data  and  applications  resident  on  information 
center  mainframes  and  microcomputers.  T-A-C  was  introduced 
in  July  I 986. 

. Lotus  Measure,  a software  system  for  technical  professionals 
that  puts  laboratory  data  from  more  than  8,000  different 
instruments  directly  into  1-2-3  for  display  and  analysis. 

. Lotus  One  Source,  based  on  the  One/Source  product  acquired 
with  ISYS  Corporation,  consists  of  historical  financial  data  bases 
delivered  on  CD  ROM  and  analysis  software  including  Lotus 
Financial  and  Lotus  Microscan. 

Lotus  Financial  is  an  extension  to  1-2-3  that  accesses 
financial  data  on  CD  ROM  disks  from  within  the  1-2-3 
spreadsheet. 

Lotus  Microscan  is  an  integrated  investment  research  and 
portfolio  analysis  application  program  that  permits 
extensive  screening  of  large-scale  data  bases. 

One  Source  also  includes  weekly  updates  on  CD  ROM 
disks  and  daily  electronic  updates  via  telephone. 

. Signal,  acquired  with  Dataspeed,  Inc.,  is  a software/hardware 

product  that  receives  real-time  stock  quotations  via  FM  radio 
broadcast  and  loads  them  into  a 1-2-3  or  Symphony  spreadsheet 
for  analysis. 

. Symphony  Link™-,  a micro-mainframe  link. 

• In  December  1986,  Lotus  and  MCI  Communications  Corporation  announced 
that  they  would  jointly  market  Lotus  Express™-  for  MCI  Mail,  a new 
communications  software  product  enabling  microcomputer  users  to  exchange 
messages  and  application  files. 
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• Future  product  directions  for  Lotus  include  Lotus/DBMS,  a newly  developed 
family  of  multi-user  data  base  products  optimized  for  local  area  network  use; 
expansion  of  the  company's  spreadsheet  products  to  support  new,  more 
powerful  operating  systems  for  microcomputers;  separate  products  that 
exploit  current  and  new  graphics  user  interfaces;  a new  applications  develop- 
ment facility  to  customize  and  tie  together  its  entire  applications  software 
product  line;  and  the  adaptation  of  1-2-3  to  mainframe  and  other  large  system 
computing  environments. 

• During  August  1986,  Lotus  announced  its  MultiValue  Plan,  a formal  program 
for  customer  planning,  purchase,  distribution  training,  and  support  of  Lotus 
software  products.  The  plan  includes  the  following: 

For  its  large  corporate  customers,  Lotus  offers,  free  of  charge,  a 
telephone  hotline  for  support,  a dedicated  account  team,  training  on 
new  products,  executive  briefings  at  Lotus  headquarters,  invitations  to 
national  and  district  conferences,  a new  product  pre-release  program,  a 
quarterly  newsletter,  and  participation  in  roundtables  and  surveys. 

Lotus  Application  Services,  a new  program  for  large  customers, 
provides  on-site  consulting  services  from  Lotus  professionals  working 
with  the  customer  to  develop  custom  applications  using  Lotus  products. 

New  options  for  purchasing  products  include  electronic  distribution  of 
Lotus  software  from  a mainframe  computer,  volume  shipments  of 
software  from  Lotus  to  one  location,  the  removal  of  copy  protection 
for  corporations  who  have  upgraded  in  volume  to  the  most  current 
release  of  1-2-3  and  Symphony,  and  discounts  on  companion  products. 
According  to  Lotus,  the  majority  of  Lotus  products  will  continue  to  be 
sold  through  the  Lotus  Authorized  Dealer  Network.  For  some 
corporate  customers,  however,  the  new  purchasing  and  distribution 
options  may  be  more  appropriate. 

With  Limited  Liability,  Lotus  limits  the  liability  of  its  major  customers 
via  an  agreement  confining  the  customers'  financial  obligations  for 
illegal  copying  of  software  to  the  retail  cost  of  the  number  of 
unauthorized  copies  produced. 

Current  versions  of  Lotus  1-2-3  and  Symphony  can  be  adapted  for  use 
on  a local  area  network  via  the  Networker. 

Lotus  PROMPT  supplements  the  free  telephone  support  offered  by 
Lotus  as  an  option  for  obtaining  frequent  technical  information.  Lotus 
PROMPT  is  now  available  for  purchase  through  the  company's  distribu- 
tion channels. 

A network  of  22  Lotus  Authorized  Training  Centers,  located  across  the 
country,  conform  to  strict  guidelines  for  authorization  and  are  eligible 
for  hotline  support  and  pre-release  information  on  products. 
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Under  another  of  the  new  programs  in  MVP,  customers  are  able  to 
obtain  Lotus  companion  products  directly  from  the  company.  These 
products,  including  Report  Writer,  Symphony  Spelling  Checker,  Spot- 
light, and  Symphony  Text  Outliner,  are  sold  at  retail  prices  through  a 
direct  marketing  operation  called  Lotus  Direct. 

INDUSTRY  MARKETS 

• The  majority  of  Lotus'  revenue  is  derived  from  retail  sales  through  computer 
stores  and  through  sales  to  non-exclusive,  independent  distributors.  The 
remainder  is  derived  from  value-added  resellers,  microcomputer  manufac- 
turers, OEMs,  and  direct  sales  to  large  corporate  customers. 

• In  March  1987  software  distributor  Micro  D placed  a $30  million  order  for 
Lotus  products,  the  largest  single  purchase  in  Lotus'  history. 

GEOGRAPHIC  MARKETS 


• A three-year  summary  of  geographic  source  of  revenue  follows  ($  millions): 


N.  FISCAL  YEAR 

ITEM 

1986 

1985 

1984 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

1 U.S. 

$231.9 

82% 

$203.7 

90% 

$153.8 

98% 

Europe 

53.5 

19 

30.3 

13 

12.1 

8 

(Eliminations) 

(2.5) 

(1) 

(8.5) 

(3) 

(8.9) 

(6) 

Total 

$282.9 

1 00% 

$225.5 

100% 

$157.0 

100% 

• Lotus  maintains  26  offices  around  the  world  and  Lotus  products  are  marketed 
in  65  countries  in  nine  different  languages. 

North  American  offices  are  located  in  Los  Angeles,  San  Francisco, 
Atlanta,  Boston,  Chicago,  Cambridge,  Detroit,  Minneapolis,  St.  Louis, 
New  York  City,  Cleveland,  Columbus,  Philadelphia,  Dallas,  Houston, 
Seattle,  Toronto,  and  Washington,  D.C. 

Lotus  has  foreign  subsidiaries  in  the  U.K.,  France,  Germany,  and  Japan. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Lotus  has  three  DEC  VAX- 1 I /785s  running  under  VMS  and  a variety  of 
microcomputers  installed  at  its  headquarters. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1983* 


LOTUS  DEVELOPMENT  CORPORATION 
161  First  Street 
Cambridge,  MA  02142 
(617)  492-7171 


Mitchell  D.  Kapor,  Chairman  and  CEO 
Jim  P.  Manzi,  President  and  COO 
Public  Corporation:  OTC 
Total  Employees:  741 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $156,978,000 


LOTUS  DEVELOPMENT  CORPORATION 
FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

12/84 

12/31/83 

4/23/82 

to 

12/31/82 

Revenue 

. Percent  increase 
from  previous  year 

Income  (loss)  before 
taxes  and  extraordinary 

$ 156,978 
196% 

$ 53,007 

$ 174 

item 

. Percent  increase 
from  previous  year 

$ 65,538 
139% 

$27,432 

$ (1,145) 

Net  income  (loss) 

. Percent  increase 
from  previous  year 

$ 36,046 
152% 

$ 14,317 

$ (1,145) 

Earnings  (loss)  per 

$ 2.24 

120% 

$ 1.02 

$ (.013) 

share  (a) 

. Percent  increase 
from  previous  year 

(a)  Restated  to  reflect  a 3.5-for-one  stock  split  effective  August  I,  1983. 


• Management  attributes  increases  in  revenue  and  earnings  to  the  increased 
demand  for  1-2-3  and  the  introduction  of  Symphony  in  the  domestic  market, 
as  well  as  the  introduction  of  both  products  in  the  international  market. 

Although  international  sales  were  not  significant  in  1984,  Lotus 
management  anticipates  growth  in  this  market  and  has  set  up  field 
offices  in  Paris,  Munich,  and  Windsor  (England)  and  will  soon  open  a 
manufacturing  plant  in  Dublin. 

♦Replaces  Financial  Update  dated  May  1984 
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• In  April  1985,  Lotus  announced  that  an  agreement  had  been  reached  for  Lotus 
to  acquire  the  assets  of  Software  Arts,  Inc.,  including  the  VisiCalc  software 
package.  Final  terms  of  the  agreement  are  being  negotiated. 

SOURCE  OF  REVENUE 

• One  hundred  percent  of  Lotus'  1984  revenue  was  derived  from  the  sale  of 
software  products  for  microcomputers. 

Lotus  1-2-3  is  now  available  on  15  different  microcomputers  and  on  all 
IBM  compatibles.  Other  introductions  included  a version  built  into  the 
Hewlett  Packard  portable  on  a read  only  memory  (ROM)  chip,  a ROM 
cartridge  for  the  IBM  PC  jr .,  and  a 3 1/2  inch  diskette  version  for  the 
Data  General/One  computer. 

Symphony™  , which  was  introduced  in  February  and  began  shipment  in 
July  1984,  is  Lotus'  second  software  product  to  be  introduced.  It  is  a 
productivity  system  for  personal  computers  that  integrates  word 
processing,  data  base,  communications,  spreadsheet,  and  business 
graphics  functions.  It  also  includes  a window  management  facility  and 
a command  language  for  creating  customized  applications.  The  system 
sells  for  $695  and  is  available  for  most  IBM-compatible  personal 
computers.  Versions  are  also  available  in  French,  German,  and  Italian. 

. Additional  Symphony  features  ("Add-Ins")  announced  in  1984  for 
February  1985  shipment  include  Symphony  Spelling  Checker  and 
Symphony  Text  Outliner.  Both  are  priced  at  $139. 

Jazz,  a system  for  the  Apple  Macintosh  which  integrates  word  proces- 
sing, spreadsheet,  graphics,  data  base  management,  and  communica- 
tions functions,  was  formally  announced  November  1984  and  is 
expected  to  ship  in  mid- 1 985. 


2 of  2 
April  1985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  OCTOBER  1983 


LOTUS  DEVELOPMENT  CORPORATION 

161  First  Street 
Cambridge,  MA  02142 
(617)  492-7171 


Mitchell  D.  Kapor,  President 
Public  Corporation,  OTC 
Total  Employees:  291 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $53,006,501 


LOTUS  DEVELOPMENT  CORPORATION 
FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1 2 Months 
Ending 
12/31/83 

12/31/83 

Quarters 

9/30/83 

Ending 

6/30/83 

3/31/83 

4/23/82 

to 

12/31/82 

Revenue 

$ 53,007 

$ 23,904 

$ 16,465 

$ 7,85 1 

$ 4,787 

$ 174 

Income  (loss)  before 
taxes  and  extraordinary 
item 

$27,432 

$ 13,545 

$ 9,551 

$ 3,244 

$ 1,091 

$ (1,145) 

fflet  income  (loss) 

$ 14,317 

$ 6,773 

$ 4,708 

$1,744 

$ 1,092 

$ (1,145) 

Earnings  (loss)  per 
share  (a) 

$ 1.02 

$ 0.43 

$ 0.35 

$ 0.13 

$ 0.08 

$ (0.13) 

(a)  Restated  to  reflect  a 3.5-for-one  stock  split  effective  August  I,  1983. 


SOURCE  OF  REVENUE 

• One  hundred  percent  of  Lotus'  1983  revenue  was  derived  from  the  company's 
1-2-3™  software  product  for  microcomputers. 
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COMPANY  HIGHLIGHT 


LOTUS  DEVELOPMENT  CORPORATION 

55  Wheeler  Street 
Cambridge,  MA  02138 
(617)  492-7171 


Mitchell  D.  Kapor,  President 
Public  Corporation,  OTC 
Total  Employees:  134 
Total  Revenue,  Six  Months  Ending 
6/30/83:  $12,637,855 


THE  COMPANY 

• Lotus  Development  Corporation,  founded  in  April  1982,  designs,  produces,  and 
markets  software  for  16-bit  microcomputers. 

The  company's  initial  product,  1-2-3™',  provides  integrated  spread- 
sheet, data  base,  and  graphing  capabilities. 

• Operations  of  the  company  from  inception  on  April  23,  1982  to  December  31, 
1982  were  primarily  directed  toward  the  development  of  1-2-3.  Revenue  for 
the  period  was  $174,226  and  net  losses  were  $1.1  million. 

• Shipments  of  I -2-3  commenced  at  the  end  of  January  1 983.  Revenue  for  the 
first  quarter  of  1983,  ending  March  31,  reached  $4.8  million  and  increased 
64%  to  $7.9  million  for  the  second  quarter.  Net  income  increased  60%  from 
$1.1  million  for  the  first  quarter  to  $1.7  million  for  the  second  quarter.  A 
financial  summary  of  the  operations  of  the  company  to  date  follows: 


LOTUS  DEVELOPMENT  CORPORATION 
FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

Six  months 
ending 

June  30,  1 983 

Quarters  ending 

April  23,  1982 
to 

December  31,1 982 

ITEM 

June  30,  1 983 

March  31,1 983 

Revenue 

$ 12,638 

$7,851 

$4,787 

$ 174 

Income  (loss)  before 
taxes  and  extraordinary 
item 

$ 4,336 

$ 3,244 

$ 1,091 

($  1,145) 

Net  income  (loss) 

$ 2,836 

$1,744 

$ 1,091 

($  1,145) 

Earnings  (loss)  per 
share  (a) 

$ 0.21 

$ 0.13 

$ 0.08 

($  0.13) 

(a)  Restated  to  reflect  a 3.5-for-one  stock  split  effective  August  I,  1983. 
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• Lotus  management  attributes  the  rapid  growth  in  revenue  to  the  acceptance 
of  1-2-3  and  the  growth  in  the  installed  base  of  the  personal  computer. 

• Research  and  development  expenditures  during  the  period  ending  December 
31,  1982,  and  the  six  months  ending  June  30,  1983,  were  $341,000  and 
$600,000,  respectively. 

• On  October  6,  1983,  Lotus  made  an  initial  public  offering  of  2.6  million  shares 
of  common  stock.  A portion  of  estimated  net  proceeds  of  between  $34.7  and 
$41.2  million  may  be  used  to  expand  its  sales  organization  in  the  U.S.  and  to 
enter  international  markets.  The  balance  will  be  used  for  general  corporate 
purposes,  including  possible  acquisitions  of  software  businesses  and  products. 

Selling  stockholders  sold  an  additional  527,500  shares  of  stock. 

As  a result  of  the  offering,  Lotus  has  15  million  shares  of  common 
stock  outstanding,  6.5  million  of  which  are  held  by  three  venture 
capital  firms. 

• As  of  July  15,  1983,  Lotus  had  134  employees.  As  of  October  1983,  the 
company  had  over  230  employees. 

• Major  competitors  include  Microsoft  and  VisiCorp. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Lotus  revenue  is  derived  from  the  company's  1-2-3 
software  product.  More  than  60,000  packages  have  been  sold  since  January 
1983. 

• 1-2-3  is  an  integrated  software  program  with  the  following  features: 

Spreadsheet  capabilities  permit  the  nonexpert  user  to  create,  manipu- 
late, and  analyze  numerical  and  textual  information  organized  into 
tables  of  rows  and  columns. 

. Typical  spreadsheet  applications  include  budgeting,  forecasting, 
and  financial  analysis. 

Graphing  capabilities  allow  users  to  produce  a variety  of  standard 
business  charts  and  graphs  (including  line,  bar,  and  pie)  for  financial, 
sales,  marketing,  and  manufacturing  uses. 

. 1-2-3  allows  users  to  produce  graphs  both  on  screen  and  in  hard 

copy  directly  from  tabular  spreadsheet  information. 

. Having  defined  the  content  of  a chart  or  graph,  a user  can 
generate  successive  versions  based  on  different  numerical 
assumptions. 
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Data  base  capabilities  allow  users  to  collect  and  organize  textual  and 
numerical  information  into  tables  of  rows  and  columns  and  to  sort  and 
retrieve  this  information  according  to  user-defined  specifications. 

. Applications  in  this  area  typically  include  telephone  and  address 
information,  activity  lists,  personnel  data  bases,  and  other 
project  management  information. 

. The  integration  of  the  data  base  with  spreadsheet  and  graphing 
capabilities  permits  statistical  analyses  of  data  base  informa- 
tion, as  well  as  production  of  charts  and  graphs  illustrating  the 
results  of  such  analyses,  without  transferring  data  between 
separate  programs. 

Other  features  of  1-2-3  include  a HELP  feature;  a tutorial  program; 
text-editing  capabilities;  utility  programs  used  to  copy  and  initialize 
diskettes  and  to  copy,  erase,  examine,  and  organize  data  files;  and 
conversion  programs  used  to  transfer  data  files  between  1-2-3  and 
programs  from  other  vendors,  including  dBASE  II™  and  VisiCalc®. 

• All  shipped  and  announced  versions  of  1-2-3  run  on  microcomputers  that 
employ  the  Intel  8086  family  of  microprocessors.  Lotus  is  in  the  process  of 
adopting  1-2-3  for  other  microprocessor  families. 

1-2-3  is  currently  available  on  the  following  microcomputers: 

IBM  PC/XT. 

. COMPAQ  Portable  Computer. 

. Tl  Professional  Computer. 

. Zenith  Z-100. 

. Wang  Professional  Computer. 

Victor  9000. 

1-2-3  will  be  available  on  the  following  microcomputers  by  the  end  of 
1983: 

. Bytec  Hyperion. 

. DEC  Rainbow. 

. GRID  Compass. 

• The  current  release  of  1-2-3  has  a suggested  retail  price  of  $495.  Lotus  is 
developing  additional  capabilities  for  1-2-3  scheduled  for  availability  in 
1984.  The  new  release  of  1-2-3  will  include  the  following: 

A word  processing  function. 

Communications  capabilities  that  allow  users  to  access  information 
stored  on  both  personal  and  mainframe  computers.  This  information 
may  then  be  used  directly  in  the  spreadsheet,  graphing,  data  base,  and 
word  processing  functions. 
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Enhancements  to  the  data  base  function  that  include  and  expansion  of 
total  storage  capacity  and  provision  for  forms-based  entry  and  re- 
trieval of  information. 

• Lotus  has  implemented  a training  program  for  salespeople  in  computer  stores 
selling  its  product. 

As  of  July  15,  1983,  over  800  salespeople  from  more  than  330  stores 
had  participated  in  free,  full-day  workshops  at  Lotus  regional  sales 
offices  which  included  hands-on  training  in  the  use  of  1-2-3. 

Regional  offices  also  offer  toll-free  hotline  support  for  customers  and 
dealers. 

INDUSTRY  MARKETS 

• The  majority  of  Lotus  revenue  is  derived  from  sales  to  retail  stores  and  soft- 
ware distributors.  The  remainder  is  derived  from  microcomputer  manufac- 
turers, OEMs,  value-added  resellers,  and  direct  sales  to  large  industrial  and 
financial  customers. 

During  the  six  months  ending  June  30,  1983,  ComputerLand  and  Softsel 
accounted  for  37%  and  28%  of  revenue,  respectively. 

• Lotus  is  implementing  several  distribution  channels  to  market  1-2-3,  as 
follows: 

Retail  Distribution.  Lotus  markets  and  sells  in  the  retail  channel 
through  direct  sales  to  computer  stores  and  independent  distributors. 

. Retail  stores  marketing  1-2-3  include  ComputerLand,  Sears 
Business  Systems  Centers,  Businessland,  CompuShop,  and  Entre/ 
Computer  Centers. 

. Computer  stores  with  large  volume  sales  and  the  ability  to 
provide  extensive  end-user  support  may  be  designated  by  Lotus 
as  Key  Dealers  and  be  entitled  to  participate  in  sales  to 
National  Accounts. 

. Lotus  has  nonexclusive  distribution  arrangements  with  Micro  D, 
Inc.,  Softeam,  Inc.,  and  Softsel.  Prior  to  September  5,  1983, 
Softsel  was  the  exclusive  third-party  distributor  of  1-2-3. 

National  Accounts.  Lotus  has  established  a designated  regional  sales 
force  to  promote  sales  of  1-2-3  to  large  industrial  and  financial 
customers. 
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Value-Added  Resellers  (VARs). 

. Effective  September  1983,  Management  Science  America  will 
market  1-2-3  jointly  with  its  Executive  PeachPak  product, 
permitting  downloading  of  mainframe  information  directly  to 
1-2-3  running  on  the  IBM  PC. 

. Also  in  September  1983,  ADP  Network  Services,  Inc.  announced 
the  availability  of  its  DATAPATH™’ Service,  which  will  down- 
load data  from  ADP  time  series  to  1-2-3. 

Manufacturer  Distributors  and  OEMs. 

. 1-2-3  is  distributed  by  Texas  Instruments,  Digital  Equipment 

Corporation,  and  Wang. 

. Lotus  has  OEM  agreements  with  Zenith  and  Bytec. 

GEOGRAPHIC  MARKETS 

• For  the  six  months  ending  June  30,  1983,  100%  of  Lotus  revenue  was  derived 
from  the  U.S. 

• Regional  sales  offices  are  located  in  Atlanta,  Chicago,  Dallas,  Los  Angeles, 
New  York  City,  and  San  Francisco. 

• In  July  1983  Lotus  appointed  REFLEX  as  an  exclusive  distributor  for  the  sale 
of  1-2-3  in  the  U.K.  In  August  1983  CompuServe,  a Canadian  firm  headquar- 
tered in  Vancouver,  was  signed  as  an  exclusive  Canadian  distributor. 

Lotus  plans  to  develop  adopted  versions  of  1-2-3  for  introduction  into 

the  French,  German,  and  other  European  markets  during  1984. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Lotus  has  a variety  of  microcomputers  installed  at  its  headquarters  for  re- 
search and  product  development. 
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Lycos,  Inc. 


President  & CEO:  Robert  J.  Davis 

293  Boston  Post  Road  West 
Marlboro,  MA  01752 
Phone:  (508)  229-0717 

Fax:  (508)  229-2866 

Internet:  http://www.lycos.com 


Status:  Public 

Employees:  60  (7/96) 

Revenue:  $5,257,227 

Fiscal  Year  End:  7/31/96 


Key  Points 

• Lycos,  Inc.  is  an  Internet  exploration 
company  providing  on-line  guides  to  the 
World  Wide  Web  for  information  access. 

• In  September  1996,  Lycos  introduced  the 
Web’s  first  service  specifically  designed  to 
identify  pictures,  sounds,  videos,  and  other 
mulitmedia  files  on  the  Internet. 

• During  the  fourth  quarter  of  fiscal  1996, 
Lycos  introduced  several  product  and 
technological  enhancements,  including  the 


new  CentiSpeed  search  technology  and 
Lycos  PeopleFind. 

• In  February  1996,  Lycos  introduced  its  a2z 
Directory  of  Web  sites,  now  renamed  Sites 
by  Subject. 

• In  October  1995,  the  company  effected  a 
merger  with  Point  Communications,  the 
publisher  of  the  Point  Reviews  on-line 
review  and  rating  guide. 

Company  Description 

Lycos  develops  and  markets  a family  of 
products  and  services  that  enable  users  to 
sort,  find,  filter,  and  access  information  and 
resources  on  the  Internet. 
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The  company’s  services  include  Point  Reviews, 
the  Sites  by  Subject  of  Web  sites,  and  the 
Lycos  Catalog. 

Lycos  was  formed  in  June  1995  by 
CMG@Ventures,  a strategic  and  development 
partnership  of  CMG  Information  Services,  to 
license  the  Lycos  Internet  search  and  indexing 
technology  from  Carnegie  Mellon  University. 
The  technology  was  developed  by  Dr.  Michael 
L.  Mauldin,  currently  the  company’s  Chief 
Scientist. 

In  April  1996,  Lycos  completed  an  initial 
public  offering  of  three  million  shares  of 
common  stock,  raising  approximately  $44.0 
million  for  capital  expenditures. 

Organization  and  Structure 

Lycos  is  headquartered  in  Marlboro  (MA), 
maintains  a research  and  development  facility 
in  Pittsburgh  (PA),  and  has  a sales  office  in 
New  York  (NY). 

Lycos  also  has  one  wholly  owned  subsidiary, 
Point  Acquisition  Corporation,  located  in  New 
York  (NY),  into  which  Point  Communications 
was  merged  in  October  1995. 

The  company’s  key  executives  are  listed  in  the 
exhibit  below. 


Lycos,  Inc. 
Key  Executives 


Name 

Title 

Robert  J.  Davis 
Edward  M.  Philip 
Benjamin  P.  Bassi 
Sangam  Pant 
Mark  Simmer 
Jan  Horsfall 
William  M.  Townsend 
Michael  L.  Mauldin 

President  and  CEO 
Chief  Financial  Officer 
VP.  Business  Development 
VP,  Engineering 
Editor  in  Chief 
VP,  Marketing 
VP,  Advertising 
Chief  Scientist 

Company  Strategy 

Lycos’  objective  is  to  establish  its  Internet 
navigational  products  and  services  as  a 
branded  media  service  that  viewers  routinely 
go  to  or  go  through  to  find  information  and 
resources  on  the  Internet. 

The  company  seeks  to  leverage  the  volume  of 
traffic  created  by  its  products  and  services 
into  a platform  for  advertisers  to  reach  their 
targeted  audience. 

Key  elements  of  the  company’s  strategy 
include  the  following: 

• The  company  seeks  to  provide  viewers  with 
a “one-stop”  information  destination  for 
identifying,  selecting,  and  accessing 
resources  and  information  on  the  Web. 

Lycos  recently  integrated  its  catalog, 
directory,  and  review  product  offerings  so 
that  viewers  have  access  to  all  of  the 
company’s  products  and  services  from  any  of 
the  Lycos  pages. 

• Lycos  seeks  to  draw  large  numbers  of 
viewers  to  its  sites  and  those  of  its  licensees 
by  providing  on-line  guides  free  of  charge  to 
users  and  making  the  guides  as  widely 
accessible  as  possible.  To  this  end,  the 
company  licenses  its  products  and 
technology  to  corporations  such  as  AT&T, 
CompuServe,  Focus  On  Line,  and  Microsoft 
to  create  multiple  points  of  entry  and 
alternative  distribution  channels  for  its 
products  and  services. 

• The  company  is  attempting  to  establish 
worldwide  brand  identities  for  its  products 
and  services  through  the  on-line  community 
as  well  as  off  line  through  other  forms  of 
traditional  media.  Lycos  has  also  created  an 
editorial  voice  on  issues  related  to  the  Web 
through  its  Point  Reviews  and  columns. 
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• Lycos  is  also  pursuing  advertising  solutions 
to  allow  advertisers  to  reach  their  target 
audiences  through  the  Internet  effectively. 
These  include  advertising  test  campaigns 
with  rapid  result  delivery  and  daily  usage 
statistics. 

Financials 

Total  revenue  for  the  1996  fiscal  year,  ended 
July  31,  1996,  was  approximately  $5.3  million. 
Lycos  generated  a net  loss  of  approximately 
$5.1  million  ($0.42  per  share)  in  this  first 
fiscal  year  of  operation. 

• Lycos’  fiscal  1996  advertising  revenue  was 
approximately  $4.5  million  (85%  of  total 
revenue). 

• License  and  product  revenues  were  nearly 
$780,000  (15%  of  total  revenue). 

Research  and  development  expenditures  for 
fiscal  1996  were  approximately  $907,000  (17% 
of  total  revenue). 

Market  Financials 

Lycos  principally  targets  its  search  services  at 
end  users  and  enterprise  users. 

Geographic  Markets 

Approximately  94%  of  Lycos’  1996  revenue 
was  generated  in  the  U.S.  market,  and  the 
remainder  in  international  markets,  including 
Germany,  Japan,  and  Sweden. 

Acquisitions  and  Mergers 

In  October  1995,  Lycos  effected  a merger  with 
Point  Communications,  the  publisher  of  Point 
Reviews,  an  on-line  review  and  rating  guide. 

• Point  Communications  was  merged  with 
and  into  Point  Acquisition  Corporation,  a 
wholly  owned  subsidiary  of  Lycos. 


• Upon  completion  of  the  merger,  the 
surviving  corporation  changed  its  name 
back  to  Point  Communications. 

Employees 

On  January  31,  1996,  Lycos  had  28 
employees. 

As  of  July  31.  1996,  the  company  had  60 
employees,  segmented  as  follows: 


Marketing  and  sales 25 

Research/development  and 

operations 27 

Finance  and  administrative 8 

60 


Key  Products  and  Services 

Lycos  offers  a family  of  products  that  enables 
users  to  sort,  find,  filter,  and  access  the 
information  and  resources  on  the  Internet. 

The  company’s  products  and  services,  Lycos 
Catalog,  Sites  by  Subject,  and  Point  Reviews 
home  pages,  allow  users  to  access  the  Internet 
using  Web  browsers  such  as  Netscape’s 
Navigator  or  Microsoft’s  Internet  Explorer. 

In  September  1996,  Lycos  introduced  a new 
technology  to  its  Web  site  that  allows  for  the 
targeted  identification  of  pictures,  sounds, 
videos,  and  other  multimedia  files  on  the 
Internet. 

Services  and  activities  now  available  on  the 
new  Lycos  site  include: 

• Picture  Catalog — to  find  photographs, 
graphics,  and  movies 

• Sound  Catalog — to  find  audio  files 

• Lycos  City  Guide — for  a virtual  tour  of  400 
metropolitan  areas 

• PeopleFind — provides  street  and  e-mail 
addresses  and  telephone  numbers 
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• Top  News — includes  Web  news  headlines 

• Sites  by  Subject — a compendium  of  the  most 
popular  Web  sites  organized  into  subject 
categories 

• Point  Review — an  Internet  magazine  and 
collection  of  Web  site  reviews 

• Lycos  Road  Maps — to  locate  nearly  all  U.S. 
street  addresses 

The  Lycos  Catalog 

The  Lycos  Catalog  provides  a searchable  index 
of  the  Web.  Search  results  appear  on  the 
screen  showing  the  number  of  matches,  title, 
relevancy  ranking,  abstract,  and  Web  address 
of  the  Web  pages  relevant  to  a user’s  query. 

Sites  by  Subject 

Sites  by  Subject,  introduced  in  February  1996 
as  a2z  Directory,  provides  a way  for  users  to 
browse  and  locate  the  most  popular  Web  sites 
on  the  Internet,  which  are  grouped  into  16 
general  categories,  and  over  600 
subcategories. 

Point  Reviews 

Point  Reviews  is  a collection  of  critical  reviews 
of  what  the  company  considers  to  be  among 
the  most  popular  sites  on  the  Web.  Point 
Reviews  permits  users  to  read  critical  reviews 
to  determine  if  the  sites  are  of  interest. 

Each  review  includes  a link  that  allows  the 
viewer  to  visit  any  chosen  site  or  destination. 
Point  Reviews  provides  a numeric  rating  for 
the  selected  Web  sites  based  on  content, 
presentation,  and  “viewer  experience”  that 
allows  users  to  differentiate  among  rated  Web 
sites. 

CentiSpeed 

Lycos’  new  CentiSpeed  search  technology 
features  Virtual  Memory  Control,  User-Level 
Fault  Handling,  and  Algorithmic  Word 
Compaction,  and  allows  the  search  engine  to 


execute  up  to  2,000  queries  per  second  on  each 
of  the  company’s  servers. 

PeopleFind 

Lycos  PeopleFind  helps  users  locate 
individuals  across  the  U.S.  through  a white 
pages  format  based  on  a name  and  a state 
location,  and  also  allows  e-mail  address 
searches. 

Clients 

Lycos’  main  clients  are  end  users  who  use  its 
search  technology.  As  of  July  31,  1996,  Lycos 
had  24  corporate  clients  licensing  its 
technology,  including  AT&T,  Microsoft, 
Bertelsmann’s  Telemedia  GmbH, 

CompuServe,  Simon  & Schuster,  and  Xaxon. 

Advertising  clients  include  more  than  160 
clients  from  a variety  of  industries,  including 
AT&T,  Hearst  New  Media,  IBM,  Microsoft, 
Netscape,  Prudential  Insurance,  Time 
Warner,  Ziff-Davis,  Disney,  Honda, 

Prudential  Insurance,  MasterCard 
International,  NYNEX,  A&E  Television, 

Lands’  End,  Southwest  Airlines,  Ford, 

MSNBC,  and  Nabisco. 

Marketing  and  Sales 

Lycos  derives  the  majority  of  its  revenues 
from  the  sale  of  advertisements  on  its  Web 
pages. 

Advertising  revenue  is  generated  by 
advertisers  placing  billboard  advertisements 
on  any  of  the  screens  that  are  displayed 
within  the  Lycos  service. 

The  company’s  standard  rates  for  advertising 
range  from  $20,000  to  $50,000  per  million 
impressions.  These  advertising  rates  vary 
depending  upon  whether  or  not  the 
advertising  package  is  keyword  based. 
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Alliances 

During  1996,  Lycos  entered  into  a strategic 
partnership  with  NetCarta  Corporation,  a 
developer  of  Web  mapping  software,  to  jointly 
develop  and  market  new  navigational  tools 
based  on  NetCarta’s  Web  mapping  technology. 

During  1996,  Lycos  entered  into  an  agreement 
with  Black  Sun  Interactive,  Inc.  to  license 
certain  of  each  other’s  technologies.  Under 
the  agreement,  Lycos  offers  a new  three- 
dimensional  chat  product  based  on  a virtual 
reality  modeling  language  (VRML)  browser 
developed  by  Black  Sun. 

Lycos  licenses  its  products  and  technology  to  a 
variety  of  companies,  including  Apple 
Computer,  AT&T,  CompuServe  WOW!,  Corel 
Corp.,  Europe  Online  GmbH,  Focus  On  Line, 
Frontier  Technologies,  Library  Corporation, 
Microsoft,  Simon  & Schuster,  Bertelsmann’s 
Telemedia  GmbH,  Graphix  Zone,  Netscape, 
SoftKey  International,  and  Worldview 
Systems. 

Additional  uses  of  Lycos’  technology  include 
the  following: 

• The  Swedish  Post  has  licensed  all  three  of 
Lycos’  Internet  guide  products — Lycos,  Sites 
by  Subject,  and  Point  Reviews — to  serve  as  a 
Lycos  site  for  the  Nordic  countries. 

• Macmillan  Computer  Publishing’s  Sams.net 
will  package  CD  ROMs  based  on  the  Lycos 
Catalog,  with  dozens  of  titles  in  the  coming 
year. 

• CompuServe  has  licensed  the  Lycos  Catalog, 
Sites  by  Subject,  and  Point  Reviews  to  offer 
access  to  such  products  as  part  of  its  WOW! 
on-line  service. 

• Focus  On  Line  (Germany),  a leading 
German  news  magazine,  has  licensed  the 
Lycos  Catalog  for  use  in  the  development  of 


its  on-line  services  that  are  provided  in 
Germany. 

Competition 

The  primary  competitors  for  Lycos’  products 
and  services  are  other  Internet  catalog, 
directory,  and  review  services,  including 
America  Online’s  Web  Crawler,  Excite,  Alta- 
Vista, Infoseek,  Open  Text,  and  Yahoo!. 

In  addition,  the  company  competes  with 
metasearch  services  that  allow  a user  to 
search  the  databases  of  several  catalogs  and 
directories  simultaneously. 

INPUT  Assessment 

Lycos’  strengths  include  the  following: 

• Strong  international  presence 

• Coordination  of  company  service  offerings 
on  all  Lycos  sites 

• A recognized  brand  worldwide 

• Unique  technology  (patent  pending) 

• Breadth  of  offering 

• Easy  to  use,  intuitive  GUI 

Challenges  for  the  future  include  the 
following: 

• Increasing  presence  and  market  share  in  the 
very  competitive  search  technology  market 

• Establishing  and  expanding  brand 
recognition  with  end  users 

• Movement  toward  profitability 
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